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INCO...EXPLORING NEW WAYS FOR NICKEL TO SERVE YOU 


Inco research tests metals for 100-mile-an-hour ship 


Scientists at Inco’s marine research laboratory are now 
carrying on metals research to help open up a new era in 
sea travel. They’re testing metals for use in a new kind of 
sea-going vehicle —the hydrofoil ship — which may some 
day take you to Europe in less than two days. 


A revolutionary concept in ship design, the hydrofoil ship 
will skim over the tops of the waves, lifted aloft by a set 
of underwater wings. One now under development is 
planned to travel at 100 miles an hour! 


The success of the new ship will depend on using the 
right metals in the underwater wings — metals which will 
withstand the corrosive effect of the coursing brine, the 
stresses and strains from the load of the ship, and the 
cavitation erosion from the seething turbulence. 


Ship designers turned to Inco — The International Nickel 
Company — for answers to these metal problems. Draw- 
ing upon 50 years of corrosion research, and using new 
techniques developed specifically for hydrofoil problems, 
Inco scientists are now securing data to determine which 
metals will best do the job. It’s an example of how Inco is 


exploring new ways for Nickel to serve you. 1961, Inco 
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Long Distance pays off 
in extra sales 


“We sell by Long Distance 


says Brady Ridenour, president, 
Brady Plywood Corp., Baltimore, Maryland 
: : LONG DISTANCE RATES ARE LOW 
“Selling by telephone makes especially good sense when 


99 He si les: 
you have a truck ready to go out only half full,” reports Mr. : eT eee 
: “Cn w ‘ : . Baltimore to New York , 70¢ 
Ridenour. “So when we get a partial load, I keep calling : 
till 1 fill the truck. It keeps our shipping costs in line. | Philadelphia to Richmond, Va. . 50¢ 
‘6 a ; . iS Dallas to New Orleans pi. $1.20 
The other day, for instance, we received a less-than- | < Rae ; 
truckload order from a town about 100 miles away. I got Detroit to Miami =. *1.60 
. . 1 $* 
on the phone and started calling other customers in the area. Cleveland to San Francisco 2.10 
Within 45 minutes, I’d filled the truck—and out she went, 


These are day rates, Station-to-Station, for the first 
with extra profit for us.” 


three minutes. Add the 10% federal excise tax. 
Long Distance pays off! Use it now ... for all it’s worth! 
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liquid gold 
subdues the inferno 


generated by 


In order to utilize the lightness and strength 
of thorium magnesium for the outer engine shell of 
Norair’s T-38 jet aircraft, it was first necessary to 
develop a highly efficient and heat-remissive 


shield for the inner titanium shell of the engine shrouds. TF: ste 
This was resolved in a cooperative effort by 


engineers at Norair—a Division of Northrop Corp. 
and an Engelhard research group. 


Liquid gold is one of many unique products of 
Engelhard development. It is used to decorate 
your dinner plate—it is also successfully solving 
a heat transfer problem in Northrop’s T-38 jet 
aircraft. Although the applications are poles 
apart, this is typical of the greatly diversified 
roles of gold, silver and the platinum metals in 
industry and the arts. 

The liquid gold that Engelhard research de- 
veloped for Northrop’s jets creates an efficient, 
effective, heat reflective shield of 23 Karat gold 
only four millionths of an inch thick—all that is 
required to protect the engine shrouds with ab- 
solute safety, against the incredible temperatures 
generated by the jet exhaust. 

There are many interesting and important 
uses for this unusual product. Engelhard liquid 
gold and platinum metals are adding reliability 
to electronic circuitry, fulfilling many functional 


the jet exhaust... 


and decorative purposes in architecture, as a base 
for soldering hermetic seals, for joining glass and 
ceramic to metals and for a host of uses in the 
glass,ceramic and structural porcelain industries. 

The products of Engelhard Industries, Inc. are 
used in virtually every field of industrial endeav- 
or. Our diversified manufacture of platinum 
metals and related products encompasses the 
production of chemicals, powdered and liquid 
metals, semi-conductor materials, alloys, cata- 
lysts, instruments, components and assemblies 
for such broadly inclusive fields as chemistry, 
communications, electronics, nucleonics and 
transportation. 

A brief presentation of our operations, services, 
research for the future and the broad diversity of 
the markets we serve, is contained in a brochure, 
“The Story of Engelhard Industries.” We will be 
pleased to forward a copy, upon request. 


! N D U s T g ! E Ss, 1 N Cc. 


$13 ASTOR STREET NEWARK 2, NEW JERSEY 
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SIDE LINES 


Repeat Performances 


THERE IS nothing deader, the old 
cliché says, than yesterday’s news. 
Perhaps so, but with modern in- 
terpretative reporting in the busi- 
ness field, this is not necessarily 
so. Or, at least, so we like to think. 

Not vanity but actual experi- 
ence leads us to this conclusion. 
In the past 12 
months Forses has 
received some- 
thing like 1,000 
different requests 
to reprint material 
from our pages. 

Obviously, many 

weeks—or even 

months — may 

elapse between 

the appearance of 

the original article 

and the time the 

reprint gets to its 

intended audience. 

Hence, we cannot 

help but conclude 

that a great deal of the news inter- 
pretation and analysis that ForBEs 
carries is fairly durable stuff. 

Durable at least in the opinion 
of a fairly impressive collection of 
U.S. corporations, educational in- 
stitutions and civic organizations. 
Since Forses’ contents are copy- 
righted, none of the material may 
appear without our permission. In 
most cases, Forses is only too 
pleased to comply with reprint re- 
quests. There is only one class of 
requests which we turn down auto- 
matically: when it comes from a 
firm which deals in securities. For 
it is an unbreakable house rule 
that Forses’ news columns may 
never be used to promote securi- 
ties in the marketplace. 

Scholarly Requests. But the re- 
print rights we do grant are legion. 
A group of investment bankers tak- 
ing a Northwestern University 
economics class used reprints of 
Forses’ “How Do You Rate a Rail- 
road?” which we published last 
Sept. 15. The Harvard Business 
School liked our feature “The Dow 
Theory at the Crossroads” in the 
Sept. 1, 1960 issue so well that the 
school reprinted it in its monthly 
periodical for top management. 

Other higher educational institu- 
tions using Forses’ material last 
year: Purdue, University of Syra- 


cuse, University of Texas. But 
Forses’ requests did not come only 
from colleges and universities. A 
senior class at the Mamaroneck, 
N.Y. Senior High School used 
Forses for study material. So did 
the Plainfield, N.J. High School. 
We granted a number of requests 
to use excerpts for 
projected text- 
books. Other ma- 
terial found its 
way, with our 
blessing, into dis- 
sertations for ad- 
vanced degrees 
by graduate stu- 
dents of business 
and economics 
FORBES’ annual 
mutual fund sur- 
vey was widely 
used in classes in 
finance. 

Business Requests. 
Our list of reprint 
requests from business is far too 
long to print. One of the U.S.’ top 
executives, head of a leading growth 
company, asked for 50 copies of a 
feature on another growth company 
for circulation among his top ex- 
ecutives. One large corporation, 
Armstrong Cork, used reprints of a 
cover story as a “case study” in a 
training course for its middle man- 
agement people. Reynolds Metals 
ordered 5,000 reprints of a report 
on the non-ferrous metals indus- 
try. There were scores of othe) 
requests. 

And in these days when a better 
understanding of the U.S. abroad 
is so important, we are especially 
proud of a recent reprint request. 
Just this year Texaco translated 
our April 1 cover story (“Texaco’s 
Balancing Act”) into Spanish for 
dissemination in Latin America. 

We do not cite all this out of 
any belief that we are engaged in 
turning out imperishable prose. 
But we think it is significant that 
there is a real and continuing de- 
mand for Forses’ kind of inter- 
pretive reporting on business and 
finance. We are proud of this evi- 
dence that the impact of Forses 
editorial material does not cease 
when our more than 325,000 sub- 
scribers have finished digesting 
their copies. 


FACTS & FIGURES 
The Big Change 


Volume 88 
No. 2 





Isn’t one flestcar Mi 


finance leasing 


Recent spate of secondary offerings 
| (sale of existing shares by large 


| holders), climaxed late last month by 
_ the Gulf and Ford sales totaling some 


$285 million, is evidence to some Wall 


| Streeters that a major “distribution” 


plan the same 
as another ? 


| of the price 


of equities is under way. But whether 


it will continue is still moot, in view 
stickiness that has 
occurred in some issues soon after 
the offering. 
e * * 
One man’s poison: of the big second- 


| ary offerings, the biggest—Ford Foun- 


Many companies—investigating | 
finance leasing — note a similarity | 
among the various plans. It’s this 
similarity that makes all the differ- | 
ence to the user of 25 or more busi- 
ness cars. For him, the vital question 
must be: which lessor can buy new | 
cars for less, sell them used for more 
—anywhere and everywhere? Only 
Hertz has the extensive, nation- 
wide marketing facilities, experi- 
ence, and skill to get the maximum | 
return for this multi-car user. That’s | 
why so many of these companies 
now equip their men with brand- | 
new Chevrolets, Corvairs, or other 


fine cars, under a Hertz 25-PLUS | 


Finance Lease Plan. (Note: many 
other companies find a Hertz Full 
Maintenance Plan— serviced by 
America’s most complete car main- 
tenance operation —fits their needs | 
best.) Use coupon below for addi- 
tional facts about all Hertz Fleet- 
car Leasing Plans. 


CAR LEASE 





HERTZ FLEETCAR LEASING, 

Att. H. F. Ryan, V_P. 

The Hertz Corporation, 660 Madison Ave. 
New York 21, N. Y. Dept. F-715. 


Please send me your new fleetcar leasing book- 
let. I am particularly interested in Finance 
Leasing © Full Maintenance 0. 

NAME 


POSITION 





COMPANY 





ADDRESS __ 
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NUMBER OF CARS OPERATED 


| tors last year are being partly 


0 ee ea a a a a eee ewe awad 


dation’s $225 million of Ford Motor 
common—may help bolster the bond 
market. The Foundation, its portfolio 
still 80% equity, will reinvest the pro- 
ceeds in debt obligations. 
* e o 
Rude surprise came last month for 
customers of Canada’s giant Inter- 
national Nickel Co.: the price of 
nickel was upped nearly 10%, to 81% 
cents a pound, in the first increase 
since 1956. The move raised many an 
eyebrow, coming not only when Inco 
was fighting for markets to absorb a 
recent 24% increase in its capacity, 
but also when June’s sharp drop in 
the value of the Canadian dollar 


| meant extra profits on all sales outside 


of Canada. “Mounting cost increases” 
spurred the move, says Inco. 
* e * 
No hand-wringing was in order over 


| the downward trend of U.S. exports 
| in May, 6% 


below the like 1960 month. 
It is common for exports to fall during 
a period of domestic business re- 
covery, when businessmen are no 
longer scurrying abroad to bolster 
falling sales and earnings. 

@ . * 

“Forgivable loans’’ are newest gam- 
bit in effort to beef up U.S. engineer- 
ing schools. For every year that the 
recipient is a full-time faculty mem- 
ber after securing his Ph.D. degree, 
he is forgiven $1,000 of the loan. 
Otherwise he must repay it at the rate 
of $1,000 a year plus interest. 

. © o 

Bumper springtime harvest is foreseen 

by the farm equipment industry. Now 


| that estimates of 1961 farm income, 
| which will be spent next spring, have 
| been revised upwards from $38 billion 


to $40 billion, equipment makers see 


| a cornucopia 1962. 


* * . 
Eastern Air Lines’ losses to competi- 
re- 
couped in the most direct possible 
manner: passengers on Eastern’s new 
“air-shuttle” between New York, 
Boston and Washington often include 
officials of rival airlines curious to see 


how the no-reservation pay-on-board 
service is working. Espionage is rein- 
forced on the ground where competi- 
tors, seeking advance data on 
passenger-load factors, post sentries 
at Eastern’s gates. 

e . 7 

Savings & Loan associations will 
probably retain for at least another 
year their special tax position, allow- 
ing them to create special tax-free 
reserves equivalent to 12% of total 
savings on hand at year-end. But 
Washington legislators are seriously 
thinking of trimming this figure to the 
5% reserve allowed to other types of 
thrift institutions. 

a a * 

Chemical comeback? According to 
the Commerce Department, May in- 
dustry sales of $2.65 billion were the 
biggest in history. Yet despite the 
sales upsurge, overcapacity continues 
to drive down prices. Late last month 
the price of vinyl chloride monomer, 
the basic material for vinyl plastics, 
fell one cent to 7.5 cents a pound, 32% 
below last December's level. Early 
this month du Pont slashed its high- 
priced Teflon plastic by a whop- 
ping 30%, and American Cyanamid 
chopped the price of acrylonitrile from 
23 cents to 14.5c. 

o * a 

Art boom in works by masters old 
and new continues in full swing. Col- 
lectors last month were generally 
bullish on French Impressionists, with 
works by Renoir, Toulouse-Lautrec 
and Degas selling at some 30° over 
last year’s prices. Also in demand 
was the modern sculpture of Braque 
and Brancusi. Among the old masters, 
Leonardo da Vinci’s “Head of a Wom- 
an” was offered at a cool $5 million by 
London’s Sotheby’s. 

e +. * 

Cheap coffee may soon be a thing 
of the past, despite huge increases in 
supply and a 1961-62 crop estimated 
at 20% greater than last year. Talk 
has it that a new coffee stabilization 
pact, with the U.S. participating, will 
fasten export quotas on the major 
producing countries. Resulting higher 
prices will be regarded as a US. 
contribution to Latin American sta- 
bility. 


7 ? n 
Railroad, anybody? President Don- 
ald R. Gordon of Canadian National 
Railways hinted last month that CNR’s 


two money-losing US. affiliates, 
Central Vermont and Grand Trunk 
Western (combined 1960 loss: $11 
million) are on the block, provided 
they will continue their “feeder” 
functions to CNR. As of early July, 
however, Gordon’s hint had elicited 
not a nibble from prospective buyers, 
though Montreal rumor had the Santa 
Fe warming up a bid for the GTW. 
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READERS SAY 


Peace Corps Doomed? 


Sir: Your editorial on the Peace Corps 
(Fact & Comment, Forsers, July 1) shows 
a great deal of wishful thinking. Plainly 
speaking, this project is doomed to fail- 
ure. . . . Our immature, inexperienced 
college students will be subjected to com- 
munist-incited violence. 

—Rawpeu J. SALVATI 
Middletown, N. Y. 


Sir: May I heartily commend you for 
the excellent editorial on the moral 
equivalent of war. How important it is 
to alert Americans to the real oppor- 
tunities offered by the Peace Corps... . 

—C.ayton M. WALLACE 
Field Secretary 
United Church of Christ 
Washington, D.C. 


More Help for Mr. Donner 


Sir: In the June 15 issue I read of Mr. 
Donner’s problem at GM (“The Midas 
Touch,” Forses). It seems to me that idle 
money is of no use to anyone except to 
misers. Therefore, may I suggest: grants 
for medical research, for scholarships, 
for hospital rehabilitation or, perhaps, an 
investment in apartment housing for 
the forgotten people—middle class citi- 
zens. 

--ANN GREENSPAN 
Jersey City, NJ. 


Str: I believe that if GM were to spend 
10% of its $1 billion on a campaign to 
expose government hindrance of large 
corporations, both they and the country 
would profit beyond measure. 

—LyLe W. SCHWOEBEL 
Helena, Mont. 


Sir: . . . The obvious answer is that 
these funds should be distributed as 
dividends. It is unconscionable that man- 
agement should retain funds above prac- 
tical, foreseeable needs merely to main- 
tain control of a financial empire beyond 
its corporate purpose. 

—CnHar.es E. ROBERTS 
Westfield, N.J. 


Fluctuating Feed Prices 


Sir: The statements in your article on 
the Ralston Purina Co. (“Dependable 
Diet,” Forses, June 15) make me turn 
pale. If your interviewer had asked any 
poultryman or cattlegrower, he would 
have learned that feed prices are in no 
way tied to the price of broilers, eggs or 
cattle. It is the farmer who takes it on 
the chin when prices are low. 

—Marion E. Batt 
Ball Hatchery & Poultry Farm 
Owego, N.Y. 


Says a Ralston Purina spokesman: 
“When farm prices are down, we take a 
lower profit margin. If grain prices are 
rising, of course, this policy does not 
necessarily guarantee a lower price for 
feed.”—Eb. 
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In the wide world of Transamerica, you find a marked diversity of enterprise: 
real estate, heavy machinery, and insurance. * In all fifty states and in Can- 
ada, a Transamerica subsidiary is at work. * In real estate: Capital Company, 
building new communities in California. In heavy industrial machinery, in- 
cluding diesels and aircraft components: General Metals Corporation. In 
insurance, the eight members of the Transamerica Insurance Group offer all 
lines of coverage: Occidental Life Insurance Company of California, American 
Surety Company of New York, Canadian Surety Company, The American Life 
Insurance Company of New York, Pacific National Fire Insurance Company, 
Premier Insurance Company, Automotive Insurance Company, Phoenix Title 
and Trust Company. * Around one center a whole world turns. Transamerica is 
a manifold enterprise. Remember the Transamerica symbol—and its scope. 


TRANSAMERICA CORPORATION, SAN FRANCISCO 
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Modern cement making 
uses advanced technologies 
—even closed circuit TV... 


. From Quarry 
. Limestone Crushing 
. Shale Crushing 
. Shale Drying 
. Storage Hall 
. Grinding Mill Building 
(Raw Grinding, Finish Grinding) 
. Raw Mix Blending and Storage Silos 
. Rotary Kiln 


The dedication on June 3rd of the new ultra- 
modern plant of American-Marietta’s Dewey 
Portland Cement Company at Tulsa, Oklahoma, 
marked a significant milestone in cement making. 
Planned to economically serve the growing construc- 
tion requirements of Tulsa and greater Oklahoma, 
this new plant will provide cement of the finest 
uniform quality for factories, offices, stores, schools, 
hospitals, homes and highways. 


Free booklet tells how 
cement is actually made! 


. Kiln Dust Collector 


. Cement Silos—Rail Shipment 
and Storage 


. Cement Silos—Truck Shipment 

. Packhouse—Truck and Rail Shipments 
. Shops and Storeroom 

. General Office 

. Console—Laboratory Building 

. Incoming Electric Substation 


Control center at new Tulsa, Oklahoma plant of Dewey Portland Cement 


Company utilizes closed circuit TV to monitor production equipment. 


MERICAN- MARIETTA 


Portland Cement for Construction 


As with all American-Marietta production facility 
expansion programs, the new Dewey plant was 
based on the most thorough and advanced tech- 
nological research and engineering. 


American-Marietta’s capability of turning out 
twenty-two million barrels of cement annually 
from its eight strategically located plants con- 
tributes importantly to the nation’s strength and 
industrial leadership. 


You are invited to send for a copy of the new Dewey Tulsa plant dedication brochure. It 
features interesting historical highlights and covers the various phases of modern cement 
making. Address Department DT, American-Marietta Company, Chicago 11, Illinois. 


PAINTS +» CHEMICAL COATINGS +« SYNTHETIC RESINS 
ADHESIVES + SEALANTS + METALLURGICAL PRODUCTS 
PRINTING INKS - DYES »- HOUSEHOLD PRODUCTS «+ LIME 
REFRACTORIES +» CONSTRUCTION MATERIALS + CEMENT 


Progress 
through 
Research 


GM, 


American-Marietta 
Company 
Chicago 11, Illinois 
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“With all thy getting get understanding” 


FACT AND COMMENT 





by MALCOLM S. FORBES 


A MID-YEAR VIEW 


At the mid-point of every year, the editors 
and economists of Forses’ subsidiary, Inves- 
tors Advisory Institute, Inc., make a detailed 
and comprehensive study on the business out- 
look for the balance of the year. Believing 
their findings to be of interest to all investors, 
I have asked them to summarize their conclu- 
sions for the readers of Forses Magazine. 


With the bottom of the slump recorded in February, 
the 1960-61 recession ranks as the second mildest in the 
past 40 years and the mildest of the postwar period. 
Measured from the January 1960 cyclical peak of 111, 
the Federal Reserve Board index of industrial production 
declined by only 8%. If the more realistic May 1960 peak 
of 110 is used, the decline amounted to only 7%. In 
contrast, the decline from cyclical peak to trough aver- 
aged 11.6%, for the three previous postwar recessions 
and 14.5% in the 1957-58 slump. In duration, the latest 
recession lasted 13 months, about the same as the average 
for the other postwar contractions but one month shorter 
than the 1957-58 recession. If measured, however, from 
the 1960 peak, the latest recession lasted only nine months. 

One of the major reasons for the relative mildness of 
the recession is that there was no serious deterioration in 
the flow of new orders to manufacturers. From their 
June 1959 peak to their January 1961 low, new orders 
declined by only 9°%. In contrast, new orders registered 
an average cyclical decline of 19% in the three previous 
postwar recessions and 22% in the 1957-58 recession. 
And an even more distinguishing feature of the recent 
recession is that these new orders fell at a less rapid rate 
than did manufacturers’ shipments. This very fact 
avoided the possibil- 


while new orders moved downward throughout the re- 
cession, the key ratio of new orders to sales was actually 
trending upward or holding relatively steady. And, al- 
though the absolute volume of new orders remained 
generally under the volume of shipments, the gap be- 
tween the two series was never as large as that which 
occurred in previous economic recessions. As a result, the 
contraction in industrial production was not too severe. 

Obviously, shipments could not have continued to fall 
at a faster rate than new orders for too long a time with- 
In fact, the 
enly thing that prevented production from turning up 
sooner was that new business was being filled out of 
existing stocks of inventories. 


out industrial production turning upward. 


The relationship between 
new orders, sales, and inventories is expressed in Inves- 
tors Advisory Institute’s barometric New Order Index. 
By reaching bottom back in August of 1960 and following 
with a period of relative stability, the New Order Index 
was foretelling that the recession would not be severe, 
and, in fact, that an upturn might come about sooner than 
was generally anticipated. 


Favorable Trend in New Orders, New Orders Rising 


Thus the New Order Index, as it has done so often in 
the past, once again anticipated correctly the future trend 
and turning point in the FRB index of industrial pro- 
The bottom of the New Order Index came 
exactly six months before the bottom of the decline in 


duction. 
industrial output. Perhaps more important as far as 
investors are concerned is the fact that this indicato: 
again led the upturn in the stock market, this time by 
two full months. 


At present, the 





ity of a deepening of 
the economic slump. 
Measured from their 
own peak of Febru- 
ary 1960, shipments 
declined by 9.2%. 
During this same 
period, however, the 
decline in new busi- 


NEW 
INDEX 


a INDEX 


PRODUCTION 
ness amounted to 


only 6.8%. Thus, wee 





MANUFACTURING TRENDS 


New Order 
points to 


Index 
further 
gains in industrial 
output. The actual 
flow of total new 
orders stopped de- 
clining in January 
and has since reg- 
istered four con- 


secutive monthly 





increases. New or- 
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ders are now at their highest level since their June 1959 
peak—in fact only 1.1% under that top. In addition, they 
are already 3.9% above the average inflow of new business 
received during 1960. Manufacturers’ shipments have 
also registered four consecutive monthly increases, and 
while they are still under their February 1960 peak by 
2.8%, they are 1% above the average level of shipments 
for all of 1960. 

What is most important as far as the outlook for pro- 
duction is concerned is that new orders are now rising 
at a faster rate than shipments. New orders have already 
advanced 9% from their January low, while shipments 
are up only 7.1%. And the picture in the more significant 
durable goods segment of the economy is even more im- 
pressive. Here, new orders are up 15.5% while shipments 
are up only 10.7%. With inventories having been reduced 
to low levels, the new business cannot be met out of 
existing stocks. Thus further impetus will be given to 
production. Our New Order Index is now at its highest 
level since December 1959 and improvement is now also 
very evident in the durable goods segment, which until 
recently had been lagging. After reaching its own cyclical 


low in January of this year, this segment of the Index 
har since spurted substantially. Also significant is the 
fact that total new orders are not only rising at a faster 
rate than shipments but that they have exceeded ship- 
ments in absolute amount for four months in succession, 
thus serving as another indication that backlogs of un- 
filled orders are advancing. 


Industrial Production Advancing, FRB Index Up 


The improvement in the new order picture has already 
been reflected by recovery in the FRB index of pro- 
duction. After hitting a cyclical low of 102 in February, 
this index has advanced for three consecutive months 
and by the end of May was up to 108. 


Thus far the cyclical recovery has been quite impres- 


sive. Although the recession itself was milder than any 
of the preceding postwar slumps, the rate of rebound 
from the bottom has been almost as sharp. With three 
months having elapsed from the cyclical trough, the FRB 
index has advanced 6%. After a similar length of time 
from the trough, the rebound from the first postwar 
recession amounted to 6.3% and to 7.1% from the 1957-58 
recession. By contrast, the rebound after three months 
amounted to only 1.5% following the 1954 slump. 
Perhaps more important than the rate of rebound from 
the low is the probability that the pre-recession peak in 
industrial activity will now be achieved in a relatively 


10 


shorter period of time. This is so for the reason that since 
the decline was not as severe, there is less ground to 
recover. In fact, at the present stage of recovery, the 
FRB index is already only 2.5% under its peak, or 1.5% 
under if May 1960 is considered as the more realistic 
peak. Yet, at a similar stage of recovery in the previous 
postwar recessions, output was still an average of 7.2°; 
under its peak, and in the 1957-58 contraction as much as 
8.4% below. Considering that it took, on average, 
somewhat under ten months for output to recover to its 
pre-recession peak in the earlier—and more severe— 
business contractions, it is reasonable to expect that the 
FRB index of industrial production will return to its 
previous peak of 111 by the fourth quarter of the current 
year. 

Analysis of the key areas of Gross National Product 
also indicates that industrial production should be at 
record levels during the fourth quarter. In terms of this 
broad measure of total economic activity, the recession 
was extremely mild. From a second-quarter 1960 peak 
of $505 billion to a first-quarter 1961 trough of $499.8 
billion, the decline amounted to only 1%. And the 


| core 


economy’s underlying strength is indicated by the fact 
that spending in final markets actually rose during this 
period. Thus, as was the case in the previous postwar 
recessions, a shift in the level of inventory spending was 
Only in the first 
quarter just passed was the drop in GNP due more to 


primarily responsible for the slump. 


final demand than to the effects of inventory change. 
Yet improvement in both areas is already under way and 
it is estimated that GNP could reach a seasonally adjusted 
annual rate of $510 billion in the current second quarter— 
a new high. Further improvement should lift GNP to 
about $530 billion by the end of the fourth quarter. 

The following factors should account for the improve- 
ment: the bulk of inventory liquidation has ended and a 
renewed build-up should soon get under way. A con- 
tinuing increase in state and local government spending 
should be accompanied by accelerated federal govern- 
ment outlays. Business plant and equipment spending 
is now holding steady, and stepped-up outlays are esti- 
mated for the third quarter. Consumer spending will 
score further gains as increased sales of durables combine 
with further expansion of non-durables and services. 
The long residential housing slump has ended and a 
moderate uptrend is under way. In fact, the only area 
that should not contribute to a rise in GNP is net exports. 
However, this area was strong throughout the recession 
and no sharp drop is anticipated. 
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Mail this Card for 


FREE sooxter 


(no postage needed) 


sREAT 
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IN CANADA, enclose card in 
stamped envelope, and mail to: 
GREAT BOOKS OF THE WESTERN 
worp, Suite 417, 207 Queen’s 
Quay West, Toronto 1, Ontario. 




















“Has your career limited 
your enjoyment of life?” 


Clarence B. Randall, Director and former Chairman of the Board, 


Inland Steel Company 


“T have seen it happen to dozens of men. They reach a point 
where there is nothing in their lives but their work. 

They aim all of their time and energy at one big target — 
success. They reach the peak of their careers, but when 
they do, where are they? 

“Suddenly they experience a deep inward frustration. 
They have to go on seeing the same people every day, 
talking about the same sales charts and delivery dates, 
and thinking about the same business problems. 

They are trapped by routine. 

“The thing that is missing is new challenge. They have 
stopped growing intellectually. 

“Those who face up to this dilemma do something about it, 
and here is what they do. They pick up with enthusiasm 
the onward development-of their education from the point 
where they stopped it years before. 

“THE GREAT BOOKS OF THE WESTERN WORLD were published 
for just such a purpose —to help businessmen acquire 
a basic understanding of the great subjects that broaden 
the mind and make a truly educated man. Understanding the 
great ideas which have contributed so much to our Western 
civilization profits a man’s intellectual life, his home life — 
and his business life, too!” 


Essential in the library of every thinking person 


GREAT BOOKS 


OF THE WESTERN WORLD 


now available direct from the publisher with great new SYNTOPICON 


i is filled and enriched by a new 
concept only if the concept is fully 
understood. And only a scholar with long 
years of disciplined study behind him 
can ordinarily stick to the task of absorb- 
ing the great abstract ideas without an 
instructor. Guidance, interpretation, dis- 
cussion are usually necessary to give 
them meaning and application to one’s 
own life. That is why this Private Library 
Edition of the GREAT BOOKS was pub- 
lished. 

The key to its enormous value is the 
“teacher” it provides—the amazing SYN- 
TOPICON pictured above. The SYNTOPICON 
is a new concept in self-education. It is 
the product of 400,000 man-hours of 
research by 100 scholars over a period 
of eight years. It is quite literally a great 
“teacher” living in your home... always 
at your disposal to interpret to you the 
great ideas contained in the GREAT BOOKS. 

As you begin to absorb and under- 
stand these great ideas by which man 
has survived and progressed, you will 


begin to reflect their greatness in your 
own ability to think, speak, and act with 
new and impressive weight. You will have 
sounder judgment on political and 
economic issues as the great minds who 
conceived and contributed law and jus- 
tice make the whole great idea of govern- 
ment clear to you. You will develop a 
sounder philosophy of life as your mind 
is illuminated by the great minds of the 
ages. 

You will not be limited in your busi- 
ness progress by your own narrow spe- 
cialty, but will be prepared to handle the 
daily problems of top level management 
which call for broad general thinking 
rather than limited technical knowledge. 

Even in your own personal life, a 
knowledge of mankind through century 
on century can guide you to the deci- 
sions and actions which have eternally 
resulted in the greatest success and con- 
tentment. 

Don’t miss this opportunity to learn 
all the details of this handsome Private 


Library Edition of the GREAT BOOKS. 
Mail the attached card fora free descrip 
tive booklet. It will explain how you can 
find new understanding of yourself and 
the world through the great ideas which 
have engrossed men since the written 
record of man began. It is in this way 
that one stretches mind and soul. It is in 
this way that one grows in wisdom. 


Mail the attached card 
now for FREE BOOKLET 


Simply tear out the 
attached card along 
perforated line, fill in 
and mail for your free 
colorfully illustrated 
booklet describing the 
GREAT BOOKS and the 
SYNTOPICON. Or write 
to GREAT BOOKS OF THE 
WESTERN WORLD, Dept 
85-E, 425 N. Michigan 
Ave., Chicago 11, Il 


GREAT 
LS BOOKS 





One of a series of Pure Oil messages to stimulate travel by car 
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You see more and spend less when you travel by car. 


A big part of your vacation is already 
paid for when you travel by car 





SEE HOW MUCH YOU SAVE 
WHEN YOU TRAVEL BY CAR 
(and think how much more you will see) 





PLANE TRAIN 





ATLANTA TO 
MINNEAPOLIS 


$126.40 
AND RETURN 


$162.91 





CHARLOTTE TO 
CHATTANOOGA 


$116.10 
AND RETURN 


$ 44.80 


$ 54.90 





COLUMBUS 70 
ST PETERSBURG 


$30.93 $294.90 | $206.28 
AND RETURN 


$152.40 





DETROIT TO : 
MOBILE $29.73 $345.90 $121.95 
AND RETURN 


$142.35 





BIRMINGHAM TO 
CLEVELAND 
AND RETURN 


$21.99 $ 98.34 

















$196.70 








All cost figures for family of four (2 adults, 2 “half-price” 
Plane, train and bus costs are 
lowest-cost fares quoted as of May 10, 1961. Car costs, 
based on 3¢ per mile for gas, oil and maintenance as 
estimated by recognized authorities. Cost of meals and 


children) including tax 


lodging not included in any of above figures. 


With a car, your travel costs are cut 
to the bone because you’ve already 
made the major investment —the car 
itself—and transportation expense is 
the same for a whole family as for 
the driver alone. Check the chart at 
the left and see for yourself how little 
it costs to travel by car. 

Where would your family like to 
go on vacation this year? The South? 
The North Woods? A tour of Civil 


Follow the Firebird— 
as you travel by car. 
Fire up with powerful new 
PURE Firebird Gasoline and 
enjoy a car that runs better, 
farther. PURE Firebird 
Super with the exclusive addi- 
tive combination, Tri-tane, 
cuts down on engine wear, 
saves you money on repairs, 
keeps your engine at the peak 
of its power. PURE Firebird 

Regular. No extra cost. 


War battlefields? Wherever you go, 
one thing’s certain: You’ll see more 
and spend less if you travel by car. 
Besides, when you’re driving your 
own car, you can go where you want, 
when you want, stopping over any- 
where you like for as long as you 
like. You write your own ticket all 
the way—and enjoy extra conven- 
ience when you reacha 
vacation area. 


© The Pure Ol! Co 
Fire up with 
PURE Firebird... : 
BE SURE WITH PURE 





ELECTRONICS 


MAN ON THE MOVE 





FORBES 


Business & Finance 


Vol. 88, No. 2 July 15, 1961 


In less than eight years, “Tex” Thornton has parlayed “a 
plan” and $1.5 million of borrowed cash into an enter- 
prise publicly valued at $500 million-plus. For all that, 
Thornton claims Litton Industries has only just begun. 


AT THE AGE of 47, Charles Bates Thorn- 
ton has, right in his hands, the stuff 
on which most men’s dreams are 
made. He is a self-made multimil- 
lionaire with an appropriately full 
measure of this world’s comforts. 
Thornton, however, seems unim- 
pressed by such things. With his wife 
and two sons, he lives in an unpreten- 
tious ranch house in Los Angeles’ 
Brentwood section and couldn’t care 
less that the swimming pool is small. 
Fast Indeed. The company “Tex” 
Thornton heads, Los Angeles-based 
Litton Industries, Inc.,* happens to be 
at the moment the fastest growing 
company listed on the New York 
Stock Exchange. Indeed, Litton is one 
of the fastest growing companies any- 
where. In the almost eight years 
Thornton has been running things, 
Litton sales have soared from a pid- 
dling $3 million to an estimated $220 
million in the fiscal year that ends 
this month. Its after-tax profits have 
grown from $200,000 to $9 million. 
Even by the gaudy standards of the 
electronics industry in which Litton 
romps, this is fast growth indeed. And 
Wall Street has recognized it in the 
only way that matters. Despite re- 
cent setbacks for some other elec- 
tronics stocks, investors this month 
were still willing to pay more than 
$60 for a dollar’s worth of Litton’s 
current earnings (an estimated $2.15 
per share for the year just ending). 
Not even the likes of, say, Texas In- 
struments or Beckman could top 
that multiple lately. At $133 per 


*Litton Industries, Inc. Traded NYSE. Re- 
cent price: 133. Price range (1961): high, 
143; low, 874. Dividend (1960): 219% stock. 
Indicated 1961 payout: 212% stock. Earnings 
per share (1960): $1.76. Total assets: $144.3 
million. Ticker symbol: LIT. 
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share, investors were valuing at more 
than $500 million a company that Tex 
Thornton had started with $1.5 million 
in borrowed capital. 

The Goal. Yet Thornton, who has 
displayed the talents of a prophet, 
bird dog and T-formation quarterback 
in bringing this growth about, is un- 
impressed by this, too. “We started 
this business with a plan,” said he 
last month, “and that plan is nowhere 
near completion.” 

The “plan” Thornton talks about, 
and he does so all the time, sometimes 
seems little more than a vague gen- 
erality. In his first annual report to 
Litton stockholders—scarcely more 
than a band of insiders in those days 
—he simply said that his goal was to 
become “a major company in mili- 


LITTON’S THORNTON: 
“*Electronics’ is too narrow” 


tary, industrial and commercial elec- 
tronics.” In the years since, Thornton 
has broadened the statement rather 
than sharpened it. “The word ‘elec- 
tronics’ is too narrow,” he now says. 
“We sell products made possible by an 
electronics-based technology.” 

But as Litton’s brief history has 
shown, Thornton clearly knew what 
he was doing. And that, surely, is 
the meaning of a “plan.” In essence, 
Thornton saw a market and he had a 
clear idea of how to sell to it. The 
market, initially at least, was the De- 
fense Department. Thornton had an 
early and unshakable conviction that 
the Government would be buying 
weapons of constantly increasing com- 
plexity for many years to come. The 
way to sell that market, Thornton 
thought, was to build a company 
loaded with brainy men who could 
come up with the weapons. “The con- 
cept,” he now says, “would have been 
evident to any nine-year-old child 
willing to think about it.” 

No Mousetrap. Thornton thought the 
logic so irresistible that he didn’t even 
trouble to put the plan on paper when 
he journeyed to Wall Street one au- 
tumn day in 1953 looking for money. 
As far as the investment banking firm 
of Lehman Brothers was concerned, 
he didn't need anything on paper. 
“Thornton was explaining a concept, 
not a mousetrap,” recalls Joe Thomas, 
a fellow Texan and the Lehman part- 
ner to whom Thornton made his pitch. 
Between them, Thornton and Thomas 
worked out a unique financing pack- 
age (see box, p. 18) that netted some 
$1.5 million in venture capital. 

Thornton’s concept was evident to 
many another besides nine-year-olds. 
Lehman Brothers, by one insider's 
count, had “dozens” of similar propo- 
sitions to choose among at the time 
Thornton made his pitch. What made 
Lehman back Thornton and reject so 
many others? “We were impressed by 
Thornton himself,” says Thomas. “He 
spoke our language.” 

Lehman’s faith was quickly vindi- 
cated. In his first move, Thornton 
used the bundle to buy from a West 
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...and it stands almost as far behind 
in the matter of after-tax profits... 
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But no one stands higher in in- 
vestor favor. At recent market prices, 
as the chart shows, investors were 
willing to pay more than $60 for 
each $1 of Litton earnings, compared 
with less than half that for such com- 


parative giants as RCA and IT&T. 


Dollars 


" Recent Market Value of Common Outstanding _| 


Divided by Total Net in Latest Fiscal Year. 
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Coast engineer named Charles Lit- 
ton, a small ($3 million in sales) pro- 
ducer of microwave tubes. The Litton 
deal, for cash, gave Thornton a 
name and a small but first-rate repu- 
tation in the electron tube business.* 

The electron tube division, as it is 
now known, does about $15 million a 
year these days. But its chief value 
then was to provide a profit-base for 
the stock Tex Thornton subsequently 
used to acquire more companies. 

“Running Hard.” Thornton insists 
his plans to build a “major” elec- 
tronics company would not have died 
if Charlie Litton had refused to sell. 
“Litton was just one of a number of 
companies we already had lined up,” 
says he. “When we started, we hit 
the track running hard.” Run he has. 
Since 1953 Thornton has acquired 
companies at the rate of three a year, 
a total of 23 to date. 

In size they have mostly ranged 
from tiny specialists to somewhat 
larger outfits billing a few million a 
year. But in early 1958, when four- 
year-old Litton’s total annual volume 
had just shot past the $40-million 
mark, Thornton quite easily digested 
Monroe Calculating Machine, a 47- 
year-old company doing a $40 million- 
plus business in office equipment. 

Thornton has never looked upon 
any one of these as a mere “acquisi- 
tion.” If any man thinks otherwise, 
he stands accused of misunderstand- 
ing Thornton’s plan. “We have never 
acquired companies as such,” says he. 
“We have bought time. We have 
bought a market, a product line, a 
plant, a research team or sales force.” 

Above all things, Thornton insists 
that the resulting whole called Litton 
Industries has consistently grown fast- 
er than the sum of its parts. Reason: 
as Litton has grown, its technical 
capabilities have broadened. Where 
Litton began as a maker of “com- 
ponents,’ it mow designs whole 
“systems.” 

IGS. A prime case in point is Lit- 
ton’s “LN 3” inertial guidance system, 
a device for guiding supersonic air- 
craft to targets that has become stand- 
ard on NATO F-104s. The device 
cannot be jammed by an enemy, as 
other guidance systems might, because 
it does not depend for guidance on 
any outside source for its information. 
Hence the key word “inertial.” 

Back in 1953, Litton would hardly 
have been able to sell an IGS com- 
ponent, much less design a system. 
Today Litton produces many of the 
basic units that its own design calls 


*Although he sold his electron tube busi- 
ness, Charlie Litton himself held onto an- 
other of his specialties—the development of 
special equipment for vacuum tube manu- 
facture. As Litton Engineering Laboratories, 
he is still at it, employs some 55 people in 
Grass Valley in northern California. 


for—accelerometers and gyroscopes 
that “sense” and compare the air- 
craft's movements; the computers 
that digest the information sensed; 
the cockpit “display” on which pilots 
read what all these things add up to. 
Selling price: upwards of $150,000 
apiece. 

“Only” Tenfold. To gain the parts 
that make up his bigger whole, Thorn- 
ton has necessarily dealt out much 
common stock. As a result, earnings 
per share have grown only half as 
fast as total net. But in Litton’s case, 
that means per share earnings have 
grown “only” tenfold since 1955. 

Besides, as Tex Thornton views his 
highly sophisticated business, earn- 
ings per share are not the only guide 
to the value of a merger in the elec- 
tronics industry. “A company selling 
for a thousand times earnings could 
be the best buy on the market,” says 
he, “if they’ve been taking all their 
operating profits and expensing them 
on new research. When you look at 
price-earnings multiples, you’re judg- 
ing the future by the past.” 

The dilution of common earnings, 
such as it is, would surely be worse 
were it not for the fast rising prices 
the same shares fetch in the market. 
When Litton acquired Triad Trans- 
former Corp. in 1956, for example, 
Thornton paid part of the purchase 
price in spot cash, arranged to pay 
the dollar balance in stock over the 
next few years valued at the going 
market price. To meet the Triad 
commitment and other deals like it, 
Litton once had earmarked more than 
340,000 shares of common. Last 
month, on the basis of market action 
since those deals were first set, Lit- 
ton figured that 75,000 or so will cover 
the same commitments. Thus, in ef- 
fect, future dilution from past pur- 
chases was cut nearly 80%. 

For Cynics Only. In a cynical world, 
such fast-climbing success gives some 
people vertigo. The very sharpness 
of Litton’s growth—in sales, in earn- 
ings and, most of all, in stock market 
value—has inclined some disbelievers 
to look upon Litton as a brilliantly 
conceived stock market promotion. 

A first-hand tour of some Litton 
plants might not necessarily reassure 
those accustomed to conventional 
plants with conventional “production 
lines” and conventional “shipping de- 
partments.” At Canoga Park for 
example, just outside Los Angeles, 
Litton is putting together the first of 
what it hopes will be a dozen or more 
tactical data systems for the Marine 
Corps. Hundreds are at work on the 
enormously complex system—house- 
wives in smocks fingering wires, tech- 
nicians staring at test instruments. 

Outside a guarded door, a radar 
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antenna two stories high whirs about 
at the center of a cluster of air-condi- 
tioned huts. Inside one, a Marine Corps 
sergeant peers at an eerie green “dis- 
play.” In another, computers croon 
softly to one another. “One fine day,” 
says tall, crew-cut Bob Woodring, a 
Litton engineer, “the Marines will load 
the whole shebang on some trucks and 
haul it away.” In that casual fashion, 
perhaps $1 million worth of “produc- 
tion” will leave the premises. 

No Symptoms. But if Litton is hard 
to judge by ordinary business yard- 
sticks, it does not follow that it is any 
the less a highly successful business. 
Thornton and Litton seldom display 
the characteristics of a mere promo- 
tion. The company has rarely indulged 
the practice of announcing any and 
every defense contract it lands. Thorn- 
ton himself has formally addressed 
meetings of security analysts just 
twice in the past eight years, seldom 
forecasts sales and earnings. 

More impressively, perhaps, Thorn- 
ton does not seem inclined to handle 
companies like poker chips. “We are 
operators, not promoters,’ says he. 
“When we buy a company, we hold 
onto it. We live with it.” 

So it would appear. In the course 
of 23 acquisitions, Thornton has mer- 
cilessly chopped away an unimpres- 
sive product line here, a fruitless (in 
his judgment) research project there. 
Occasionally, he has disposed of a 
corporate shell but has held onto its 
people or tangible assets. But apart 
from that, substantial parts of every 


one of his acquisitions are quite visi- - 


ble in the Litton structure today. 

Nor is Thornton notably preoccu- 
pied with size for size’s sake. “If we 
had been a grabbing company,” says 
he, “we could be doing $500 million in 
sales right now. And we could be 
showing higher earnings than we do. 
Reported earnings depend upon de- 
cisions you make. When you build 
a plant, you have to capitalize it. You 
can’t deduct it as an expense. But 
plant is the least of it. The big thing 
is the cost of moving in, hiring peo- 
ple, training them. If we decided to 
limit our growth to one plant every 
three years, we might show a lot more 
in earnings, but we'd be limiting our 
real growth.” 

Stingy with Stock. In these eight 
years of awesome growth, a hospitable 
time in which the stock market has 
greeted new electronics issues with 
occasionally wild enthusiasm, Thorn- 
ton has yet to make a public offering 
of stock. Except when he doled it 
out for employee options or for ac- 
quisitions he could not get for cash, 
Thornton has been notably stingy with 
Litton stock. Of the 4.3 million shares 
outstanding, more than half derives 
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from stock splits and dividends. 

When Thornton did pay out Litton 
stock, he was careful to see that it 
was on advantageous terms. Perhaps 
the most important single instance 
was in the acquisition of Monroe in 
January 1958. In return for stock 
worth some $17 million in market 
value, but only $1.4 million in book 
value, Thornton acquired a company 
whose conservatively stated net worth 
came to some $16 million. The same 
stock commanded less than $700,000 
out of Litton’s total net earnings of 
$1.8 million in the preceding year. Yet 
with it, Thornton bought a company 
that had earned as much as $2 million 
in a year. 

The few times Thornton has raised 
cash on the outside, he has done so 


has seldom been without for some 
time now. A stocky man with pene- 
trating brown eyes, he is that rare 
thing, a gifted manager of men and 
money. In World War II he was a 
colonel at the age of 28, in com- 
mand of the now-legendary group of 
“Whiz Kids” who worked wonders 
in Air Force procurement programs. 
Among the whizzes who worked fo! 
Thornton: Robert L. McNamara, late- 
ly president of Ford Motor Company 
and presently Secretary of Defense. 

Yet another of the Whiz Kids alum- 
ni is Roy L. Ash, now Thornton’s 
next-in-command at Litton. Ash is 
executive vice president, but in effect 
he is Thornton’s alter ego in the 
management of the business. “Tex is 
chief executive officer,” says one Lit- 


ASSEMBLING GYROSCOPES IN A LITTON “CLEAN ROOM”: 
if you can’t sell the whole art, sell parts of it 


mostly through privately placed de- 
bentures bought by the likes of U.S. 
Steel’s pension fund and Princeton 
University. 

There is, perhaps, a negative side 
effect. Thornton and other Litton in- 


siders control at least 16% of the to- 
tal stock outstanding. Another 1.3 
million shares, or 30%, paid out for 
acquisitions has mostly gone to tight- 
ly held companies (some 700,000 
shares to the Monroe family alone). 
As Litton common has soared in value, 
much of this has been sold off. But 
the fact remains that for an increas- 
ingly talked-about company, the 
supply of LIT common available for 
trading on the Big Board is not 
especially large. But, then, Litton’s 
behavior since it was listed in 1957 has 
not been especially volatile—at least 
not for an electronics firm. 

Tex and the Whiz Kids. Success—and 
the admiration, loyalty and envy it 
attracts—is something Tex Thornton 


ton vice president, “but neither he 
nor anyone else makes a big deal 
about it. Tex likes men who know 
when to share a decision with him and 
when to leave him alone.” 

Even the fast rise of Litton is noth- 
ing new to Thornton. After the wai 
and a brief hitch with Ford, where he 
and the cream of the Whiz Kids went, 
Thornton went to work for Howard 
Hughes. It was Thornton, as vice 
president and chief planner of Hughes 
Aircraft, who marshalled a raw array 
of brain power and assets and trans- 
formed them into a crack research and 
production team. In the process, sales 
volume of Hughes Aircraft (the ex- 
clusive plaything of the playful How- 
ard himself) zoomed from $1.5 mil- 
lion in 1948 to more than $200 million 
in just five years—all of it in defense 
work rooted in electronic technology. 

“lf Only . . .” But life at Hughes 
Aircraft was no piece of cake. One 
veteran of Thornton’s reign recalls 
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the morning Tex Thornton couldn't 
locate a single one of the hundreds 
of project engineers who should have 
been in a nearby plant building. 
Hughes, it turned. out, had dragged 
every last one of them out to an air- 
field where, under his personal super- 
vision, they erected a tent to shelter 
a new DC-6 he had just bought. 
Thornton is known to feel that if 
Howard Hughes had been some other 
personality type, or if Hughes Air- 
craft had been publicly owned, his 
company today might be “the bluest 
of blue chips.” “It wasn’t easy to 
leave Hughes,” is all Thornton cares 
to say now. “If only Litton had had 


Wooldridge announced last month, 
will hurt earnings this year. Thornton, 
who made Hughes Aircraft a major 
factor in the semiconductor field, 
never put Litton into it. “We were too 
late,” says he, “and we never lacked 
for other things to do.” 

Nor has Litton yet been tempted to 
bang heads with IBM, Sperry Rand 
and others in the general purpose 
computer field. The Monroe divi- 
sion’s Monrobot is a relatively modest 
affair, designed to rent for about $700 
per month. (An IBM 7070 rents for 
$24,000 per month.) Under develop- 
ment for some time before Litton 
acquired Monroe, not a nickel of Mon- 





to draw in hindsight. 





THE RISKY CORE OF CAPITALISM 


The day in 1953 when Lehman Brothers decided to back Tex Thorn- 
ton and his plan for a “major electronics company” is surely a memo- 
rable one even for those case-hardened investment bankers. 

To raise the $1.5 million Thornton needed to get started, Thornton 
and Lehman partner Joe Thomas created a unique financial package, 
highly flavored with risk. They divided the sum into 52 units requiring 
a cash investment of $29,200 each. The make-up of each unit: 


20 bonds @ $1,200 per bond 
50 shares of 5% preferred 
2,000 shares of common stock (10c par) .... 


The bonds were subsequently converted into common stock at 
$10.75 per share. The preferred shares were converted into common 
at $1 per share. There followed, after conversion, a 242% stock divi- 
dend, a 2-for-1 stock split and another 24%2% stock dividend. 

When LIT common hit its all-time high of $143 per share this year, 
each $29,200 unit had grown to 29,416 shares of common worth $4.2 
million (assuming, of course, none had been previously sold off). 
Having picked up 25 of the original 52 units, Lehman partners and 
their families have had the theoretical opportunity to realize a $100- 
million profit on a $730,000 investment. 

That is a fair return, to be sure. But that is also the risky core of 
capitalism—a man with a plan looking for a backer. The line between 
the schemes that make money and those that don’t is always easiest 








those five years... .” 

For reasons of size alone, if nothing 
else, blue chip status would still be 
beyond Litton’s grasp today. But Lit- 
ton has managed to compete with blue 
chip companies on seemingly equal 
terms all the same. For government 
contracts in inertial guidance, for 
example, Thornton competes with the 
likes of General Electric, General 
Motors (AC Sparkplug division) and 
North American Aviation. 

Negutive Strengths. But because of 
its size, Litton draws strength from 
the fields it-is not in. Not too long 
ago, transistors and diodes fascinated 
the public. But lately, the semi- 
conductor market has seen sharp price 
cutting. Write-offs on its semicon- 
ductor inventories, Thompson Ramo 
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robot’s development costs had been 
capitalized or otherwise deferred. All 
of it had been charged off as it was 
spent. For this and other reasons, the 
Monroe division is a vitally important 
asset with no unpleasant surprises 
hidden in the balance sheet. 

Without Monroe, Litton would be 
dependent upon government contracts 
for roughly 70% of its sales volume. 
With it, defense contracts account for 
little more than half. Contributing 
one-third of total sales in the year 
just ending, Monroe accounts for sub- 
stantially more than that in reported 
earnings. “Some people were disap- 
pointed when we first bought Mon- 
roe,’ Thornton recalled last month. 
“We got calls from people saying, ‘We 
thought you were in the electronics 


business. What: are you doing with 
an office machine company?’ You 
wanted to say, ‘What the hell do you 
think electronics is? We don’t sell 
electrons. We sell products.’ ” 

Balancing Act. Monroe is the most 
conspicuous, but by no means the 
only, evidence of Thornton’s striving 
for “balance”—a key word in the Lit- 
ton lexicon. The pursuit of balance 
has determined which companies he 
acquired, whose brains he got with 
stock options. Because of balance, 
Thornton claims to be quite unwor- 
ried about Litton’s size in battling 
with GE and the rest. But some 
outsiders have raised legitimate ques- 
tions about the ability of Litton to 
make money in harder times than 
these. In the event that blessed day 
should arrive, how would Litton fare 
if military spending could be cut back 
sharply? Thornton replies that, shal- 
low or sharp, all cutbacks would be 
selective. A company would be hurt 
seriously, slightly or not at all de- 
pending upon just what kind of con- 
tracts it held. “In the 1957-58 cut- 
backs,” he says, “Litton lost just 
$124,000 in contracts out of a total 
order backlog of $54 million.” 

Selling the Art. But survival is one 
thing, growth quite another. Given 
military cutbacks or a sudden inability 
to come up with things the Govern- 
ment wants, who else could possibly 
afford, much less spur bigger demand 
for, the costly things Litton makes? 
Thornton dismisses such questions. 
“If you can’t sell the whole art,” says 
he, “you can sell parts of it.” Pieces 
of his Marine Corps tactical data sys- 
tem come to his mind. “Civilian uses 
won't require testing for gravity, 
heat, cold, salt or vibration. Without 
those requirements, you have quite 
another cost situation.” 

To survive the inherent risks of the 
military market and to make the most 
of whatever industrial and commer- 
cial markets open up, Thornton counts 
on two things. One, his ability to stay 
up with the best in technical com- 
petence. The second is his ability to 
transform, through crisp management 
judgments, technology into products 
and profits. That, at least, is the plan. 
“The electronics industry is only now 
beginning to mature,” says Thorn- 
ton. “The opportunity exists for a 
half dozen or more major national 
companies to come out of it.” Whether 
Litton will prove to be one of that 
select company remains to be seen. 
The next $200 million in sales may 
prove harder to come by than the first 
$200 million. But if Thornton has a 
long way to go, his plan has undeni- 
ably brought him a long way thus far. 
There is no reason to think it will 
not bring him a good deal further. 
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NATURAL GAS 





THE GLAD 
GOOD-BY 


United Gas’ Ed Parkes is 

shedding no tears over the 

loss of some of his oldest 
customers. 


Ir you want to see a normally affable 
man growl, just mention the phrase 
“fixed-price contract” to United Gas 
Corp.’s* Ed Parkes. So far as Presi- 
dent Parkes is concerned, these are 
bad words indeed. And well they 
might be. 

In the days just after World War 
II, Shreveport’s (La.) United Gas was 
as prosperous a company as there 
was in the natural gas business. Its 
integrated facilities were close to the 
gas fields and could buy at a favor- 
able price. Those were the days be- 
fore the big pipelines were built and 
the gas owners had few customers to 
sell to. “We were sitting down here 
in solitary splendor,” recalls Parkes, 
“selling our gas for much more than 
we paid for it. There wasn’t much 
competition around.” Thus United was 
able to insist on ten- and 15-year 
contracts for supplying gas to Gulf 
Coast factories and power plants. 

The Big Squeeze. The trouble was 
that the contracts were at a fixed 
price. After the war, though, when 
the big pipelines were built, demand 
for Gulf Coast gas grew from other 
parts of the U.S. Field gas prices 
soared from below 4 cents per thou- 
sand cubic feet to more than léc. 
Most of the newer pipeline companies 
passed the higher costs on to their 
customers. But United couldn’t. The 
old fixed-price long-term contracts, 


“United Gas Corp. Traded NYSE. Recent 
rice: 35. Price range (1961): high, 39; low, 
. Dividend (1960) : $1.50. Indicated 1961 pay- 
out: $1.50. Earnings per share (1960): $2.26. 
ne assets: $763.3 million. Ticker symbol: 





UNITED CAS’ PARKES: 
feeling better now 
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UPWARD SQUEEZE 


Once United Gas sold gas for more than double the price it paid. But when field 
prices started to climb after the war, United's old fixed price industrial contracts 
held down its rates, brought rapidly shrinking margins. 
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once its pride and joy, were now a 
millstone. “Those old contracts,” says 
Parkes, “were predicated on selling 
gas bought at 4 cents or 5 cents. 
But the cost of the gas we buy 
went from 4 cents to 16 cents. As 
prices rose, the margin on our gas 
sales changed from a plus to a minus. 
In a lot of cases we have been selling 
gas for 8 cents that cost us 15 cents.” 

United’s volume continued to grow, 
more than tripling between 1950 and 
1960. But its earnings were severely 
penalized by increasing losses on its 
fixed-price sales. Over-all, profits in- 
creased less than 75% at a time when 
many other pipeline companies were 
more than doubling their income. 
United’s earnings of $29.1 million in 
1960 were actually smaller than its 
1956 profits. 

No Tears. But last month it seemed 
clear that United’s lean years were 
finally drawing to a close. For the 
eight months to May 31, earnings 
per share rose by 19% to $1.94, one 
of the largest gains in many a year. 

The last of the old fixed-price con- 
tracts were finally running out. 
Parkes was not disguising his delight. 
“During 1960 we renegotiated the 
New Orleans contract,’ noted he 
contentedly, “and at the end of the 
year our contracts with Dallas and 
Fort Worth expired, which relieved 
us from selling that gas at 8 cents. 
There are one or two small fixed- 
price contracts left, but the ones that 
really hurt are behind us now.” 

Neither was Parkes losing much 
sleep over replacing the expired con- 
tracts. “We saw this coming a few 
years ago,” explains he. “In Fort 
Worth, the electric company there de- 
cided to go into the gas business itself. 
In the case of Dallas, we couldn’t meet 
the Lone Star Gas Co.’s rate. So as 
the market grew, we didn’t enlarge 
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our facilities, but bought gas from 
Lone Star. By the time the contracts 
were ended, we were not selling them 
much of our own gas anyway.” In 
their places Parkes had lined up new 
customers. “That part we were still 
selling in Fort Worth and Dallas,” says 
he, “went to Mississippi River Fuel 
three days after the contracts ended.” 

More new customers were in the 
offing. This month bulldozers start 
turning the earth for a new United 
200-mile pipeline. The pipe will take 
gas from the southern Louisiana fields 
to new markets in northern Louisiana 
and Texas. But one thing was cer- 
tain: whatever agreements Ed Parkes 
makes with his new customers, there 
won't be any 15-year fixed-price 
contracts among them. 


MAIL ORDER 


THE MEDICINE 
MAN 


A wizard at the art of credit 

merchandising, Spiegel can 

sell goods “‘at cost” and still 
make money on them. 





AN EXULTANT STRAIN was clearly 
audible in last month’s twofold an- 
nouncement by Chairman and Presi- 
dent Modie J. Spiegel of Spiegel, Inc.,* 
Chicago’s enterprising (sales up 92% 
since 1956) mail-order firm. 

First, Spiegel’s newly mailed fall 
and winter catalog heralded the com- 
pany’s entry into the unconventional 
business of selling prescription drugs 


*Spiegel, Inc. Traded NYSE. Recent price 
441,. Price range (1961): high, 647%; low, 421, 
Dividend (1960): $1.50. Indicated 1961 pay- 
out: $1.50. Earnings per share (1960): $4 
Fo assets: $287.8 million. Ticker symbol 
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SPIEGEL’S MODIE SPIEGEL: 
he met a chorus of silence 


(except barbiturates and narcotics) 
by mail. Moreover, Spiegel planned 
to price its drugs with just enough 
markup to cover material and han- 
dling costs. “We expect to save our 
customers 25% to 40% from what 
they would pay for these drugs else- 
where,” trumpeted Chairman Spiegel, 
adding that “we're thinking of it as a 
service to our customers.” 

In the Middle. The announcement 
evoked a massive chorus of silence 
from the drugmakers, who would 
have to supply the drugs if Modie 


Spiegel’s scheme were to get off the 


ground. The reason for their diffi- 
dence was plain. Any move to supply 
Sniegel would arouse the retail drug- 
gists to a frenzy. It would also cer- 
tainly risk the displeasure of the 
American Medical Association, which 
only last year was fulminating against 
“irresponsible drug distribution 
through certain mail-order methods 
that eliminate the patient-doctor- 
pharmacist relationship.” Yet refusal 
to supply Spiegel might well bring a 
visitation from Senator Estes Ke- 
fauver and his corps of demon in- 
vestigators. 

Under the circumstances, some drug 
companies had quietly decided that 
there was no alternative to supplying 
Spiegel, however distasteful the whole 
idea might be. A smaller number had 
decided not to. (Parke, Davis, for 
example, had made it a matter of 
policy not to sell to mail-order phar- 
macies, on safety grounds.) 

Several others had yet to make 
up their minds. “I don’t imagine that 
all the major producers will welcome 
us,” says Chairman Spiegel, “but they 
can’t prevent us from getting their 
drugs anyhow” (i.e., through whole- 
salers). Thus Modie Spiegel seemed 
determined to go through with the 
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scheme that one pharmaceutical com- 
pany executive privately character- 
ized as “using a whole line as a loss 
leader.” 

Cost, It’s Wonderful. A loss leader it 
well may be. But even loss leaders 
can be profitable under Spiegel’s op- 
erating philosophy, which - causes 
some competitors to mutter darkly 
that the company is really a small 
loan business in disguise. Assuming 
that Spiegel fills its prescriptions at 
prices that yield not a penny of profit, 
it will still fill them for credit cus- 
tomers only. Last year credit cus- 
tomers accounted for some 85% of 
Spiegel’s $268.8-million sales. They 
paid a staggering $39.7 million in 
credit service charges—thereby pro- 
viding, the company estimates, 55% 
of earnings before interest and in- 
come taxes. Hence drugs sold at 
“cost” to credit customers could still 
—to the extent that they are sold on 
credit—yield a respectable profit of, 
say, 142 cents per sales dollar. 

Since it was featured in the Spiegel 
catalog just distributed, the new drug 
scheme must have been set up many 
months back. However, it could 
hardly have come at a more oppor- 
tune moment. Spiegel was showing 
slight declines in earnings in the 
first half of 1961 rather than the 10% 
increases that Modie Spiegel had 
predicted last February. If the drug 
line catches on, it could supply some 
of the missing profit, even on a “cost” 
basis. As Chairman Spiegel remarks 
hopefully: “It is conceivable that some 
persons would become Spiegel credit 
customers in order to participate in 
the drug plan.” 


PULP & PAPER 





STICKING POINT 


Kimberly-Clark’s minor dip 

in profits in fiscal 1961 was 

the first break in a nine year 
string. 


For six years straight, Chairman John 
R. Kimberly had forecast higher sales 
and earnings for Neenah, Wisconsin’s 
Kimberly-Clark Corp.* Events never 
proved him wrong. But it could not 
go on forever. Finally last month, 
when Kimberly-Clark posted its re- 
sults for fiscal 1961 (ended April 30), 
its long string of gains was broken. 

Nine Straight. The big manufac- 
turer of consumer paper products 
(Kleenex and Delsey tissues, Kotex 
sanitary napkins) did ring up record 
pro forma sales ($411 million) for the 
twelfth year in a row. But for the first 
time in nine years, net income was 
off slightly (3% to $30.5 million). Even 
Kimberly-Clark could not forever 
remain immune to the ups and downs 
of the general economy. 

As late as last November, half way 
through its fiscal year, Kimberly- 
Clark was booming along with all its 
accustomed verve. On sales up 5.6% 
earnings rose 12.7% above the year 
before. At that point, it looked as 
though Kimberly-Clark might ride 
out the 1960 recession as easily as it 
had the 1954 and 1958 business down- 


*Kimberly-Clark Corp. Traded NYSE. Re- 
cent price: 7934. Price range (1961): high, 
93; low, 7612 Dividend (fiscal 1961) : $1.80. In- 
dicated fiscal 1962 payout: $1.80. Earnings per 
share (fiscal 1961): $3.34. Total assets: $350.3 
million. Ticker symbol: KMB. 


KLEENEX ASSEMBLY LINE AT KIMBERLY-CLARK: 


the game is getting crowded 
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ABOVE — 
Kimberly-Clark‘s recent earnings 


compiled by its four leading rivals 
in the pulp & paper industry. 


Net Income 1956—100 
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With its sales gain pared, there was 
less to offset start-up costs from the 
$75 million John Kimberly had spent 
on capital projects since 1958. Still 
no one at Kimberly-Clark, least of 
all John Kimberly himself, feels that 
the company has reached a major 
sticking point. They keep building 
for bigger business, adding to the 
record $35 million Kimberly-Clark 
laid out for capital expenditures last 
year. John Kimberly’s projected out- 
lays in fiscal 1962: $22 million. 

What it did signify was that Kim- 
berly-Clark’s future gains are likely 
to come just a little harder. 
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turns. But in the second half, the 
big papermaker was caught in the 
classic recession squeeze. Earnings 
during the last six months of its fis- 
cal year fell 15°. from a year earlier. 
So Chairman Kimberly had to pen 
words that many of his 21,500 stock- 
holders had never heard before. “The 
impact of the recession,’ wrote he, 
“appears to have been underesti- 
mated.” 

Yet the dip in profits was far from 
disastrous for Kimberly-Clark. Where 
once a few big outfits (e.g., Kimberly- 
Clark and Scott Paper nationally, 
Crown Zellerbach and Hudson re- 
gionally) shared the high-profit end 
of the paper business among them- 
selves, plenty of new competitors have 
crowded in. After three years of re- 
building and tinkering, Procter & 
Gamble’s paper tissues and toweling 
business may offer serious competi- 
tion. Other good-sized paper com- 
panies, such as Puget Sound Pulp 
& Timber, have put their integrated 
operations to work on consumer prod- 
ucts. And still others, like Standard 
Packaging, are reportedly ready to 
join the fray. 

To date, prices for 
Clark’s consumer lines have re- 
mained fairly steady. But John Kim- 
berly readily acknowledges that in 
the past few months “the competition 
has grown progressively more keen.” 
Thus, although demand for consumer 
paper goods is still advancing at a 
steady 5% or so a year, paper compa- 
nies have to fight to get the business. 
In fiscal 1961, Kimberly-Clark’s sales 
gained just 1.7‘7, its smallest advance 
in nearly a decade. 


Kimberly- 
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THE RETICENT 
SWEDE 


A combination of European 
reticence and complicated 
bookkeeping make Sweden’s 
SKF a very hard company to 
fathom. One thing, however, 
is certain: the company is 
prosperous and getting more 
so every year. 


INVESTING in the shares of foreign 
companies can be profitable, but it can 
also be rather frustrating. Consider 
the recent confusion that beset U.S. 
stockholders in Sweden’s giant (total 
assets: $400 million) Aktiebolaget 
Svenska Kullagerfabriken. As the 
world’s largest maker of bearings—an 

*The Swedish Ball Bearing Co. Class B 
Traded over-the-counter. Recent price: 108 
Price range (1961): high, 137; low, 86. Divi- 
dend (1960): $1.94. Indicated 1961 payout 


$1.94. Earnings per share (1960): $7.58. Total 
assets: $400 million. 


unobtrusive but essential ingredient 
of all modern machinery—SKF has 
been very much a growth company. 

Noting that SKF earned $10.31 a 
share in 1959, the small but enthusi- 
astic band of U.S. analysts who follow 
the company were expecting a 20% 
or so improvement for 1960. Imagine 
their chagrin, therefore, when early 
last month they picked up retiring 
Managing Director Joel Larsson’s 
final annual statement. Instead of 
rising, SKF’s earnings had apparently 
dropped—by about 25% to $7.58 a 
share. A number of SKF’s US. in- 
vestors lost no time in getting to the 
telephone; the “B” shares promptly 
dropped 30 points from their all-time 
high of 137. 

A Bit Hasty? The sellers may have 
been a bit hasty. Surface appearances 
notwithstanding, SKF had a _ very 
good year in 1960. 

World-wide sales were up 12.8% to 
some $408 million. This gain 
more than enough to offset a 
decline in the operating profit margin 
from 27.6% to 24.1%, a decline caused 
largely by a slowdown in U:S. sales 
Actually, SKF’s operating profit 
climbed during the year. This im- 
provement was masked, however, by 
SKF’s typically European bookkeep- 
ing. Its 1959 earnings, for example, 
had been swollen by settlement of an 
old war claim and a big inventory 
adjustment, which together added 
perhaps $3 a share to the final total 

Even knowing this much, however, 
would not have given SKF stock- 
holders a really definitive under- 
standing of the company’s finances 
Operating with typical European reti- 
cence, SKF is not given to bragging 
about its profits. Nor are the balance 
sheets and earnings statements much 
help. The simple fact is that, by U.S 


sales 
was 


INSPECTION OF BALL BEARINGS AT SKF’°S PHILADELPHIA PLANT: 


20,000 items on the shelf 
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SKF’S BRODEN: 
plenty of elbow room 


accounting standards, SKF’s world- 
wide earnings are consistently and 
substantially understated. By how 
much is anyone’s guess. Says Edwin 
R. Broden, president of SKF’s US. 
subsidiary: “It’s difficult for the U.S. 
investor, accustomed to the standard 
accounting approaches required by 
the SEC, to understand the earning 
reports of foreign companies.” 

Hidden Reserves. Broden is hardly 
exaggerating. French and German 
subsidiaries, for example, contribute 
a large portion of SKF’s total sales. 
The French firm has some 60% of its 
market, the German firm about 40%. 
But both write off everything in sight 
to minimize their taxes, usually leav- 
ing just enough to cover dividends to 
the parent company. In 1959, for ex- 
ample, the French subsidiary report- 
ed a net of just $1.2 million on sales 
of $36 million, a small proportion of 
what it probably really earned. 

Nor is SKF’s capitalization easy to 
understand. The company’s “A” 
shares, representing absolute control, 
can be sold only to Swedish citizens. 
The foreigner must buy “B” shares, 
of which there are less than 1.3 mil- 
lion—and not all of these are cleared 
fer sale outside of Sweden. Since 
demand exceeds supply, the available 
“B” shares typically trade at a 20° 
to 25°) premium over the “A” shares. 

Then, there are the generous but 
complex Swedish tax laws. These, 
too, encourage the understating of 
profits. The Swedish company (27% 
of world-wide sales, about one-third 
of total net) has a choice between 
20% straight-line depreciation (which 
writes off new machinery in five 
years) and a 30% declining-balance 
method. It also may choose each year 
between the two methods. This saves 
on taxes but tends to bury potential 





earnings. in the depreciation account. 

A further complication is inventory 
accounting. The Swedish business- 
man may write down his year-end 
inventory a whopping 60%, to just 
40% of cost or market value, which- 
ever is lower. He may also funnel up 
to 40% of his pretax net into an “in- 
vestment reserve for economic stabi- 
lization” which can be used only for 
expansion projects which have Swed- 
ish government approval. Last year 
SKF diverted 50 million kroner, al- 
most $10 million, into such a reserve, 
making the year-end balance a 
handsome $18 million-plus. 

Self-Financing. Without these re- 
serves, SKF’s Swedish earnings would 
at least double. After deducting 
taxes, SKF Sweden last year had a net 
income of more than $20 million on 
domestic sales (including foreign 
dividends) of about $114 million. 
That figure, however, was promptly 
written down by the thrifty Swedes 
through various reserve allocations 
totaling $11.5 million. Thus SKF’s 
reported net profit came to only $8.7 
million—of which it could well afford 
to pay roughly two-thirds, or $1.94 a 
share, in dividends. 

With that kind of cash flow, SKF 
has had little trouble financing its 
expansion and holding its debt to a 
nominal figure. This in spite of the 
fact that its capital needs are ex- 
tremely high. To make _ bearings 
which may have tolerances of a mere 
ten-thousandth of an inch requires 
a big investment in high-production 
precision equipment. The cost of the 
skilled labor needed to run that ma- 
chinery is also high. And the invest- 
ment in inventory of some 20,000 dif- 
ferent sizes and types of bearings 
(most of them “off the shelf’ items) 
runs to many millions. 

Moreover, SKF is integrated right 
back to the source. It controls its own 
deposits of high-purity iron ore, some 
of the world’s finest, and makes its 
own steel. Last year SKF’s mills at 
Hofors and Hellefors, Sweden poured 
288,750 tons of steel, delivered 199,429 
tons—more than half of it to non-SKF 
companies. SKF also has a ma- 
chinery-making subsidiary, Lidkop- 
ings Mekaniska Verkstad, which 
among other things produces bearing- 
making equipment. 

Thus, SKF’s heavy capital needs. 
For the past several years, SKF’s sales 
have just about equaled its total 
assets; the same is true for rival Tim- 
ken Roller Bearing. Federal-Mogul- 
Bower, next biggest independent U.S. 
bearing producer, gets a somewhat 
higher capital turnover, but unlike 
Timken and SKF it does not control 
its own supplies of iron and steel, 
which are big items on the balance 


sheet. In turn, F-M-B’s average 
operating profit margin of 20% is 
somewhat lower than the 24%-28% 
which Timken and SKF achieve in a 
good year. 

An Enviable Position. SKF currently 
has a shade over 25% of the world’s 
$1.5-billion bearing market. Its 
Swedish managers are clearly bent on 
getting an even bigger share. A 
world-wide expansion program is 
under way which will ultimately boost 
total capacity by some 50%. A new 
Brazilian factory will be completed 
this year, and SKF is currently ne- 
gotiating for its first plant in India. 
To meet the demand for its products 
in Europe, SKF had to buy three 
plants in Germany and one in France 
during the past two years. Yet in 
Europe SKF’s new orders continue 
to outstrip deliveries. In the US., 
despite tough competition from Tim- 
ken, Federal-Mogul, Fafnir and GM’s 
New Departure division, SKF feels 
there is still plenty of elbow room. 

All of which leaves SKF’s new 
Managing Director Inge A. Stenberg 
and Chairman Jacob Wallenberg in a 
position which most corporate bosses 
would envy. SKF has plenty of cash 
—and is generating more at a com- 
fortable rate. But the company need 
not worry about finding profitable 
uses for it; the continued growth of 
the world bearing market together 
with SKF’s strong trade and technical 
position assure that. 

Considering which, SKF’s stock- 
holders will probably forgive the com- 
pany its complicated balance sheets: 
what is good for SKF is, of course, 
good for its stockholders. Just exactly 
how good in dollars-and-cents terms, 
however, they are going to have as 
much trouble figuring out in the 
future as they have had in the past. 


fie 


SKF’S FIRST WORKSHOP: 
birthplace of a world-wide giant 
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DRUGS 


A LITTLE CHEER 


Eli Lilly’s first-half results 

have raised hopes for the first 

full-year earnings upturn 
since 1957. 


Looxinc aT his all-but-final first- 
half results last month, President Eu- 
gene N. Beesley of Eli Lilly & Co.* 
quickly calculated his full year ex- 
pectations. There would be, he fig- 
ured, a slight increase in sales (from 
1960’s $179 million) and earnings of 
$2.50 a share (up 7% from last year). 
A modest appraisal, certainly, but it 
was still the best news that Eli Lilly’s 
7,500 shareholders had heard in four 
years. 

What Price Glory? Eli Lilly was at 
last showing signs of recovering from 
the overpowering shot in the arm it 
got from Salk vaccine sales a few 
years ago. In the ethical pharmaceu- 
ticals business, no company has suf- 
fered more than Lilly from the after- 
effects of a wonder drug. Between 
1955 and 1957, Lilly corralled 75° of 
the Salk anti-polio vaccine market. 
Sales, in those two years, shot up 41% 
and earnings nearly doubled (to $4.07 
a share). There had not been any- 
thing like it since ex-Union Army 
Col. Eli Lilly sold his first bottle of 
elixir and started the business back in 
1876. But with the bottom out of Salk 
anti-polio sales, Lilly’s volume has 
slipped and its earnings have taken a 
real spill; last year’s $2.34 a share 
marked the third straight decline 

*Eli Lilly & Co. Traded over-the-counter 
Recent price: 66. Price range (1961): high, 
8612; low, 65. Dividend (1960): $2. Indicated 


1961 payout: $2. Earnings per share (1960): 
$2.34. Total assets: $212.3 million. 


ELI LILLY’S BEESLEY: 
less glamour, but better profits 
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in a row from 1957’s record $4.07. 

One reason for this precipitous de- 
cline was the need for stepped-up 
research spending. To replace the 
$30 million or $35 million he once 
got from Salk vaccine sales, Beesley 
has had to spend money hand over 
fist on research. In the last two years 
alone, Lilly has laid out $40 million 
on new projects (some 10% or 12% 
of sales), a figure that is, perhaps, 
matched only by Merck among drug 
companies. In the last four years, Eli 
Lilly’s researchers have tested an 
enormous range of some 40,000 chemi- 
cal and drug compounds and, of that 
number, exactly 12 have come to 
market. 

For all this awesome attrition, the 
products that have finally gotten into 
doctors’ offices and druggists’ phar- 
macies, says Treasurer Joseph O. 
Waymire, “have done extremely well.” 
Among the new items: Haldrone (for 
treatment of arthritis and asthma), 
Lilly’s first entry in steroids and thus 
not competitive with older company 
products; Velban, for treatment of 
certain forms of cancer (Hodgkin’s 
Disease); Zentron, a new compound 
for anemia. 

No More Glamour? But President 
Beesley has known for some time that 
he needs a bigger payout from his big 
research and development program. 
To get it, he has been diversifying 
out of pharmaceuticals. First he went 
into agricultural and industrial chemi- 
cals (now a bustling 150-product 
line) and then, last year, he took Lilly 
into the manufacture ~f plastic boxes 
(with a special patented plastic hinge) 
for use in the drug, food and elec- 
tronics industries. Beesley has also 
built up the company’s foreign busi- 
ness (on which profit margins are 
higher than in the U.S.) to some 20° 
of total sales so far this year. 

The diversification has helped. El- 
cide, a merthiolate-base compound 
that might not have gone far a few 
years ago, has won quick favor in 
industry, says Waymire, because it 
keeps bacteria from forming in the 
oils used to lubricate cutting tools. 
A crab grass killer, introduced this 
spring, has exceeded Beesley’s initial 
sales estimates. 

None of these new products so far 
even faintly resembles a wonder drug 
of Salk vaccine proportions. “We cer- 
tainly are not turning down a big new 
glamour item,” says Waymire, “but 
maybe we are better off this way; we 
think these new items are solid addi- 
tions to our line.” At least they were 
enough of a help in the first six 
months of 1961 to raise hopes around 
Eli Lilly’s Indianapolis headquarters 
that the improvement would last 
through the year. 


GETTING & 
SPENDING 


In the last five years, Peabody Coal 
Co. has plowed back far more of 
each sales dollar into new equipment 
than any of its rivals—no small rea- 
son why the company leads them all 
in profitability. 





Capital Expenditures as of % of Sales, Average 1956-1960 
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COAL 


PROFITABLE 
PROFLIGACY 


Peabody Coal has become the 
biggest moneymaker among 
U.S. coal miners by the sim- 
ple expediency of saving 
money by spending money. 


THERE is an exception to almost every 
rule. St. Louis’ Peabody Coal Co.* is 
the exception to the rule that coal 
mining is no longer a very good way 
to make money. Far from being de- 
pressed, Peabody is extremely prof- 
itable. No other coal company can 
touch Peabody for efficiency. Its op- 
erating profits last year were bette: 
than 26°; on sales, and earnings were 
close to 12% of stockholders’ equity 
—a good showing by any industry's 
standards and nothing short of sen- 
sational for coal. 

Partly, Peabody’s prosperity is a 
matter of logistics. Its 
mostly close to inland waterways and 
a full two-thirds of its 30-million- 
ton annual production can be shipped 
by barge rather than by more costly 
overland transportation. Then, too, 
Peabody has concentrated its pro- 
duction in strip mines whose costs are 
low enough to compete with rival fuels 
for the utility market. Thus, 70° of 
the company’s current sales volume 
is assured for the next ten to 20 years 


mines are 


Peabody Coal Co. Traded NYSE. Recent 
iy 2512. Price range (1961): high, 27',: 
ow, 195,. Dividend (1960) : 40c. Indicated 1961 
ayout: 48c. Earnings per share (1960): $1.26 
aoe assets: $167.1 million. Ticker symbol 
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S 
PEABODY’S ELFRED: 
he had money to spend 


through 
utilities. 

Stepped-Up Spending. In such happy, 
secure circumstances one might ex- 
pect Chairman Stillman W. Elfred to 
work out most of his problems while 
angling for catfish in the Mississippi 
River. Not so at all. Elfred is a 
mighty busy man these days. Having 
already plotted the coal industry’s 
biggest capital expenditures program 
at the beginning of this year, Elfred 
is now in the process of upgrading it. 
The company was already committed 
to spend some $50 million over the 
next three years for such mechanical 
items as the world’s biggest power 
shovel and the biggest dragline bucket 
ever built. 

Last month Elfred totted up the 
figures again and announced: “We 
will spend more than that”—and with- 
out any need “to generate equity capi- 
tal.” Because so much of its output 
is locked into long-term contracts, 
Peabody can easily borrow on them. 
Besides, with cash flow running at 
better than $23 million ($2.41 a 
share), self-financing is virtually as- 
sured. 

This kind of spending, for Peabody, 
is nothing new. In recent years it has 
been budgeting double the industry 
average for new equipment. Since 
1958 alone, Peabody’s outlays have 
totaled $63 million. This adds up to 
20 cents for each dollar of sales. By 
comparison, the industry’s biggest 
company (Peabody is only No. Two 
in size), Consolidation Coal, has spent 
only 5.6% of sales on capital outlays 
since 1958, and the No. Three com- 
pany, Island Creek, has averaged only 
9%. 

This free-handed spending has 
played a big part in Peabody’s profit- 
ability. Elfred knows that every pen- 


long-term contracts with 
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ny that he can lop from his operating 
costs by mechanization will show up 
directly in his pretax profits ledger 
for the life of whatever contract is 
involved. At last reading, every ton 
of coal that Peabody’s bright yellow 
rail cars dumped onto high speed con- 
veyors brought in a net profit of 42c 
—or about 10c on each dollar of sales. 
This means that Peabody gets by far 
the best net return among major coal 
companies. Consolidation earned only 
7.3% on its sales, Island Creek just 
3.7%. 

“Pushbutton Mining.” Elfred’s goal is 
“complete pushbutton mining” by 
1963, and he is far enough along the 
road to attract big, new customers 
right into his coal fields. Sometime 
next year Peabody will begin to de- 
liver coal to the new 600,000 kilowatt 
Tennessee Valley Authority power 
station, which was built within a coal 
lump’s throw of Peabody’s Paradise 
(Ky.) mine. Moreover, Elfred will 
deliver “steam grade” coal to TVA 
under terms of his 17-year contract 
for $2.95 a ton (48° under the indus- 
try average), and he will still get 
about 42c a ton in net profit. That is 
largely because Peabody will be using, 
at Paradise, the world’s biggest and 
fastest stripping shovel: an $8-mil- 
lion, 20-story behemoth (being built 
by Bucyrus-Erie) that can take 173 
tons at a single bite (or, say Pea- 
body engineers, “pick up a dime’). 

Even without the current wave of 
capital spending, Peabody’s mines are 
among the most efficient in the world. 
But Elfred is not content with resting 
on those particular laurels. The rea- 
son is evident. He well remembers 
that it was an earlier failure to mod- 
ernize that almost caused the demise 
of the nation’s once-mighty coal 
industry. 


Soed Steres 


Foun 


FOOD CHAINS 


A&P NARROWS 
THE GAP 


Past statements to the con- 

trary notwithstanding, A&P 

is clearly improving its mar- 
gin by boosting markups. 





BOoUTONNIERE, broad smile and _ all, 
Chairman and President Ralph W. 
Burger of Great Atlantic & Pacific 
Tea Co.* exuded confidence last month 
as he opened A&P’s annual meeting 
in the ornate Grand Ballroom of 
Manhattan’s Hotel Biltmore. And little 
at the meeting ruffled his composure, 
despite a few routine jabs from pro- 
fessional meeting-goers over such 
questions as cumulative voting for 
directors. Indeed, the comparative 
lack of questions at this year’s meet- 
ing was itself silent testimony that 
A&P shareholders had few pointed 
complaints against the company’s 
management. 

President Burger, at 72 a handsome, 
ruddy-faced man with a fine head of 
white hair, has not always had it so 
easy. Last June he was raked fore 
and aft by stockholders dissatisfied 
with A&P’s lack of sales growth the 
preceding year, and especially with 
its anemic profit margin per sales dol- 
lar, which its principal competitors 
beat by a solid 30%. At one point, 
in fact, Burger announced that any 
stockholder who proposed upping 
margins at the cost of higher prices 
would have to face the prospect oi 


*The Great Atlantic & Pacific Tea Co., Inc 
Traded NYSE. Recent rice: 507%,. Price 
range (1961): high, 523g; low, 3573. Dividend 
(fiscal 1961): $1.20 plus 3% stock. Indicated 
fiscal 1962 payout: $1.40 plus 3% stock. Earn- 
ings per share (fiscal 1961): $2.57. Total as- 
sets: $711.2 million. Ticker symbol: GAP 
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A&P SUPERMARKET IN SUBURBAN NEW JERSEY: 
seven-tenths of a per cent made all the difference 


Forses, JULY 15, 1961 





To handle vital information processing .. . 





NASA chooses Western Union- 
engineered system for 
world-wide satellite tracking 
stations and computer center 





Flexible network now speeds 
launching and tracking data, 
administrative messages and 
computations in seconds (and 
in writing) to NASA brain- 
center in U.S.A. 





The world over, National Aero- 
nautics and Space Administration 
Minitrack Stations remain opera- 
tional around the clock. Their mis- 
sion: to pick up satellite tracking 
intelligence and transmit it instan- 
taneously to NASA’s Goddard 
Space Flight Center in Maryland. 


Now, every NASA Minitrack Sta- 
tion can transmit direct to the 
Maryland Center—or use this point 
as a relay for messages between 
individual stations. Equally impor- 
tant: Maryland can send launching 
and tracking intelligence simulta- 
neously to NASA installations 
around the globe. 


“Conference Circuits’’ are another 
unique feature of this system. With 
push-button ease and speed, Mini- 
track Stations on opposite sides of 
the world can now “‘talk”’ to each 
other in writing. 


Every NASA message is automat- 
ically numbered before transmis- 
sion. No chance of loss or error. And 
monitoring equipment assures con- 
tinuous maintenance of all circuits. 


Where fast, modern communica- 
tions are needed to speed informa- 
tion without delay, without error, 
without fail... new Western Union 
systems are meeting the challenge. 





More ways Western Union- 
engineered systems are 
bolstering National Defense 


Comlognet (Combat Logistics Net- 
work). To be used to control the 
flow of men and materials between 
more than 240 Air Force installa- 


tions. National operation of the 
world’s most advanced data com- 
munications system scheduled 
during 1962. 


Air Force Automatic Teleprinter 
System. New Western Union 
switching centers and terminal 
equipment are part of the 5!4 
million-mile network, linking over 
350 Air Force installations around 
the world. Minimum daily capac- 
ity: 130 million words. 





National Weather Facsimile Net- 
work. Now providing data to 600 
stations in 330 cities, serving: U.S. 
Weather Bureau, Air Force, Army, 
Navy, Coast Guard, commercial 
airlines, other nonmilitary sub- 
scribers. 





Coast-to-Coast Microwave Net- 


work. Designed for both military 
and civilian use. Will handle every 
known form of electronic commu- 


nication. Now under construction. 





Western Union .. . finds better ways to speed it electronically 
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) This mark tells you a product is made of modern, dependable Steel. 


How cold is up? We know that outer space can never be colder than minus 459.72° Fahrenheit—that’s absolute zero, the 
point at which all molecular motion ceases. We don't know what coldness like this will do to materials, but we're finding out. 
Scientists are using a heat exchanger to produce temperature as low as minus 443° Fahrenheit. They test materials in this 
extreme cold and see how they perform. Out of such testing have already come special grades of USS steels that retain much of 
their strength and toughness at -50° or below; steels like USS “T-1” Constructional Alloy Steel, Tri-Ten High Strength Steel, 
and our new 9% Nickel Steel for Cryogenics applications. And the heat exchanger to produce the -443° Fahrenheit is 
Stainless Steel! No other material could do the job as -well. Look 


around. You'll see steel in a lot of places — getting ready for the . 
future. USS, “T-1" and TRI-TEN are registered trademarks. United States Steel 
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GROCER’S 
PROGRESS 


Big A&P over most of the last decade 
has shown profit margins some 20% 
—25% below those of its largest 
competitors. But it closed much of the 
gap in 1960. 








14g ¢ Profit per Sales Dollar 


Next 5 Grocery Chains 








Me 
1956 1957 1958 1959 
(Nearest Fiscal Years used for Calendar Years) 
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doing physical battle with him. 

New Dawn. What had happened be- 
tween the two meetings was nothing 
less than the best year in A&P his- 
tory. In its fiscal year ended last 
February, profits rose a handsome 
13.5% (to $59 million) on a 3.9% sales 
increase (to $5.2 billion). These rec- 
ords were racked up in a year when 
the next five food chains taken to- 
gether showed only a meager (1.8%) 
sales gain and a 2.2% profit decline. 
While A&P’s five biggest rivals saw 
their average margin per sales dollar 
eroded from 1.34% to 1.32%, A&P was 
climbing from 1.03% to 1.12% (see 
chart), thereby sharply narrowing the 
historic gap. 

Even more interesting was the way 
that A&P managed this burst of speed. 
It was not by a major incursion into 
non-food lines, with their higher mar- 
gins. (“We will gradually increase the 
amount of our non-food items,” said 
President Burger, “mainly because 
the competition is putting them in.”) 
It was not by any promotional gim- 
mick such as trading stamps. (Asked 
if A&P planned their eventual use, 
Burger replied with a flat “No, sir.”) 
And it was certainly not by cutting 
operating and general expenses, up 
from 12.6% of sales in 1958 to 13.1% 
in 1959 to 13.7% last year. 

Rather, A&P’s showing came pre- 
cisely from what President Burger had 
insisted the company would never do: 
raise markups. A&P’s cost of goods 
sold dropped from 84.7% of sales in 
1959 to a flat 84% last year—enough 
to soak up the rise in operating cost 
and still yield the highest pre-depre- 
ciation operating margin (3°) the 
company has enjoyed in years. In- 
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deed, without this higher markup 
A&P would have been in the soup. 

The Diffident Prophet. Just as last 
year, President Burger was gloomily 
cautious about the immediate outlook, 
reporting that earnings for the fiscal 
first quarter ended late in May would 
“probably” be three to four cents be- 
low the year before. (“Contrary to 
some apparently general misconcep- 
tions,” said he, “the price of food has 
been going down—not up.”) But com- 
pany shareholders, sensing the change 
in A&P’s pricing policy, showed no 
signs of alarm. In fact, another year’s 
progress like 1960, and Burger should 
be able to look forward to an even 
more placid annual meeting in 1962. 


MACHINERY 


THE 
CLIFF-HANGER 


The gap between Allis-Chal- 

mers’ earnings and its divi- 

dend rate being what it is, 

something will have _ to 
change. 


To VETERAN movie buffs, a “‘cliff-hang- 
er” was the old-time movie serial in 
which each episode ended with the 
hero (or heroine) hanging from a 
cliff, or in some such predicament, as 
the leering villain inched closer. Then, 
at the critical moment, the picture 
would fade with the announcement 
that the next chapter could be seen 


ALLIS-CHALMERS TRACTORS READY 


in the same theater the following 
week. 

Despite the flatness of Wisconsin 
prairies, out Milwaukee way big 
($499.5-million assets) Allis-Chal- 
mers* has been in the classic cliff- 
hanger position for nearly a year. 
Third largest U.S. maker of farm ma- 
chinery and heavy electrical equip- 
ment plus a spread of other products, 
Allis-Chalmers in three successive 
quarters has regularly earned from 
13c to 16c a share. Just as regularly, 
it has paid out 37%c in dividends. 
Hence early next month, when the 
directors meet, the first question be- 
fore them will be: Has the time come 
to trim the dividend cloth closer to 
the earnings pattern? 

The Future Beckons. The answer is 
probably no, and not from fiscal heed- 
lessness. For one thing, President 
Robert S. Stevenson has kept a sharp 
eye on the company’s fiscal posture. 
At the end of the first quarter Allis- 
Chalmers’ cash balances were within 
$5 million of the year-earlier level, 
while Stevenson had trimmed inven- 
tories some $45 million, or almost 
20%. Thus the $3.4-million cash drain 
from the current 374%c quarterly 
dividend would not be an immediately 
crushing burden. 

The only pressing question, there- 
fore, was: Would earnings immi- 
nently in prospect justify the current 
rate of payout? Allis-Chalmers is 
betting heavily that they would. 
“We've got some businesses that have 

*Allis-Chalmers Manufacturing Co. Traded 
NYSE. Recent price: 2512. Price range (1961) 
high, 2915; low, 233g. Dividend (1960): $1.50 
Indicated 1961 payout: $150. Earnings per 


share (1960): $1.12. Total assets: $499.5 mil- 
lion. Ticker symbol: AH 


FOR DELIVERY: 


hopefully, farm machinery would help bolster earnings 
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{LLIS-CHALMERS’ STEVENSON: 
the future had better be good 


been very good,” says Executive Vice 
President Willis G. Scholl. “Our farm 
equipment, for example, has been 
running well ahead of last year. Our 
business serving the mining and ce- 
ment industries has the biggest back- 
log it has ever had—and it’s going 
to get bigger still.” Concludes A-C’s 
Scholl: “I don’t see anything boomy 
in our business, but I do think the 
second half of the year will be bet- 
ter than the first.” 

The Squeaker. Under the circum- 
stances, the best prognosis seems to 
be that Allis-Chalmers will squeak 
by with its dividend rate unscathed. 
But so narrow is the margin that the 
slightest untoward development will 
probably send the company scurrying 
down frorn the current $1.50 annually 
at least to the Plain Jane $1.25 of 
1958 and 1959. 


{IRCRAFT 


DOWNDRAFT 


After flying high for years, 
small planemakers have hit 
an air pocket. 


THE BIG makers of private airplanes 
have worked hard over the years to 
carve out special niches for them- 
Piper Aircraft Corp. works 
the lowest end of the price range, with 
five of its nine models in the $5,000- 
$10,000 range. Cessna Aircraft offers 
the widest line (a full dozen planes). 
At Beech Aircraft, five of the seven 
civilian models are aimed at the ex- 
ecutive suite set, selling from $50,000 
to $130,000. 

Nosedive. But last month, as they 
neared the nine-month mark in thei: 


selves. 


fiscal years (ending Sept. 30), all 
three had one thing in common: busi- 
ness was terrible. Beech’s six-month 
sales were off 30°; (to $37 million) 
and profits were down 46% (to 50c a 
share). Cessna’s sales had declined 
16% (to $47.5 million) and earnings 
had tumbled 24% to 99c a share 
Piper, the highest flier of all in the 
past decade (sales up 900°,; earnings 
up 700%, had taken the biggest nose- 
dive of the major small planemakers 
in fiscal 1961. 

While New York’s security analysts 
listened last month in shocked sur- 
prise, Executive Vice President Wil- 
liam T. Piper spelled out the bad 
news. In the first seven months (end- 
ed in April), Piper’s sales had fallen 
20% (to $18 million) and earnings 
were down a sickening 72% (to 55c a 
share). Even more disheartening was 
Piper’s full year profits projection. 
Instead of earning the record $3.50 it 
had in fiscal 1960, said he, the com- 
pany would only make $1 a share this 
year. 

For each of the three small plane- 
makers, profits had fallen a good deal 
further than sales, each for a special 
reason. At Cessna, President Dwane 
L. Wallace has in past years counted 
on good-sized growth in the com- 
mercial side of his business to make 
up for his rapidly tumbling military 
orders. Since that has not happened 
this year, and since military contracts 
are now down to less than 25% of his 
volume (from 51% in 1955), Wallace 
has had to take his lumps. 

Paying the Price. Beech’s decline is 
almost in all defense contracts. Where- 
as Beech’s president, Mrs. Olive A. 
Beech, got 53° of her $99-million 
sales from the Pentagon last year, this 
year government work has only 
amounted to 37° of sales. Next year 


CESSNA AIRCRAFT’S MODEL 210: 


it will fall even further, to about 25°; 
So far this year there has been no 
pickup in civilian sales sufficient to 
take up the slack. 

Piper does not have any military 
business to worry about. And cer- 
tainly, the 20% dip in Piper’s sales has 
not been deep enough to account for 
the horrendous drop in earnings. 
What then? Piper is simply paying 
the price of bringing out a new model 
—an all-metal four-seater named the 
Cherokee—to replace his famed Tri 
Pacer series in the $10,000 price 
range. 

Piper hoped to get the Cherokee 
into production at his Vero Beach 
(Fla.) plant in February to take up 
the slack from the now-obsolete Tri 
Pacer. But the first Cherokee did not 
come off the assembly line until May 
and, at the end of the month, only 
eight had been produced. Thus, in- 
stead of earning 20c a share on Tri 
Pacer sales as he had in the first seven 
months of fiscal 1960, Piper this yea 
has had to take a pretax loss of close 
to $1.15 a share on this phase of his 
business. 

The rest of the year for the small 
planemaker¥* looks better. Cessna, in 
May and Jane, increased production 
by 200 units ind Beech reported deale: 
orders for April up 55° from March 
Sometime tnis summer, Piper will 
have three Cherokees a day coming 
out of Vero Beach, about enough to 
take care of the Tri Pacer market 
Piper, in fact, sees an almost complete 
turnabout for his company in fiscal 
1962. He is confidently predicting 
earnings of $3 a share. But at this 
point, even with an upturn in business 
on the wing, none of the Big Three 
seems likely to come anywhere neai 
matching their 1960 showings in fiscal 
1961. 


low altitude flying was something of a novelty 
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TEXTRON ACHIEVES 


Unique feats may be possible for the U.S. infantry- 
man of the future...leaping barriers...jumping 
streams...getting ashore from invasion craft. How? 
With a rocket belt developed for the U.S. Army by 
Bell Aerosystems, a Textron company. An experi- 
mental model demonstrated at the Pentagon has 
completed more than thirty successful flights, carry- 
ing a man to heights of 20 feet and distances of 360 
feet at speeds up to 20 mph. The thrust is provided 
by a twin-jet hydrogen peroxide propulsion system, 
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ROCKET BELT FOR 
THE U.S.ARMY 


mounted on a fiber-glass frame belted to the operator. 
Offering a promise of increased mobility for tomor- 
row’s soldier, the Bell rocket belt is another in a series 
of significant achievements from Textron—a group 
of growing companies with products that lead the 


way in their fields. @ Con- 

sumer 24% of total sales 

volume, Defense 22%, ex ron 
Industrial 20%, Textile 

17%, Automotive 17%. PROVIDENCE, RHODE ISLAND 
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GO WEST 


where the real growth is... 


LOS ANGELES 


for instance 


UP 58.5% 
UP 56.5% 
UP 38.6% 


PER FAMILY INCOME UP $1825 


nn»nnHe 8 #@# 6» » ® 





Greater Los Angeles spells Opportunity. A quick glance at the tables above 
shows that this area, like other metropolitan centers in the West, has far- 
above-average opportunities and advantages for industry. 


So, go where growth is! Locate along Union Pacific, specifically in our 
fully developed Industrial District tract in the City of Industry, only 17 miles 
from downtown Los Angeles. Utilities are in. Streets are paved. Lead tracks 
from adjoining Union Pacific main line have been installed. Major thorough- 
fare, and soon-to-be-built Pomona Freeway, provide easy access. 


Your Traffic Manager, who knows routes and rates, will tell you that when 
your plant is located on or near Union Pacific trackage, you are assured of 
reliable freight service backed by most modern facilities and equipment. 


Industrial Development Department UNION 
UNION PACIFIC UT 
Reilroael 


Locate your new plant 
or warehouse in the 
City of Industry, 

in Los Angeles County, 
the center of the 
Southern California 
growth area that 

seems destined to 

be America’s No. 1 
industrial market by 
1965. It’s a vital part of 
the growing West—alive 
and “going places.” 


Locate in the West—where 9 out 
of 10 industrial markets are out- 
pacing the national growth. 


For more detailed information on this or 
other sites in the West, see your nearest 
Union Pacific representative, or address 
Industrial Development Department, 
Union Pacific Railroad, Omaha 2, Nebr. 
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OIL 


FOLLIS’ GAMBIT 


To get a fresh supply of West 

Coast crude oil, Socal was 

willing to swap reserves 

worth $450 million for a pool 

of oil worth only $190 
million. 


Nowh8ezkeE in all his world-wide opera- 
tions does Standard Oil Co. of Cali- 
fornia’s* Chairman R. Gwin Follis 
need a fresh supply of crude oil so 
badly as he does in the Golden State 
itself. California is the fastest growing 
oil market in the U.S., and for years 
Socal has been supplying a steady 
20% of its gasoline needs. Yet Follis’ 
California crude oil output has de- 
clined steadily (from 151,000 barrels 
a day in 1951 to 129,500 barrels last 
year). 

Not that he has not pressed the hunt 
for new California reserves. He has. 
But Follis’ drilling crews, like those 
of other oil companies, have been 
largely stymied. So far this year, for 
instance, only one small new field has 
been discovered in the state (by Sig- 
nal Oil & Gas). Thus Follis has had 
to resort to some ingenious devices to 
improve his West Coast crude posi- 
tion. And few were more imaginative 
than the offer he made to the U‘S. 
House of Representatives’ Armed 
Services Committee last month. 

Before a full-dress hearing of the 
committee, Socal proposed to swap 112 
million barrels of reserves in Cali- 
fornia’s Elk Hills field (worth $450 
million) for 84 million barrels of re- 
serves (worth $190 million) now held 
by the Navy. 

On the face of it, this looked like a 

*Standard Oil of California. Traded NYSE 
Recent price: 53. Price range (1961): high, 
5634; low, 4673. Dividend (1960): $2. Indi- 
cated 1961 payout: $2. Earnings per share 


(1960) : $4.21. Total assets: $2.7 billion. Ticke1 
symbol: SD 


SOCAL’S FOLLIS: 
his ingenuity was thwarted 
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mighty big concession on Socal’s part. 
But Follis knew what he was doing. 
For national security reasons, Socal 
cannot tap its Elk Hill reserves. But 
if Follis had the Navy holdings, Socal’s 
California crude oil production would 
jump by about 12,000 barrels daily (or 
about 9%). The swap, Socal argued, 
would benefit both sides. For the 
Navy, it would mean acquiring bigger 
reserves to be held for national 
emergencies. For Socal, it would mean 
control of a badly needed, tappable 
crude supply. 

Ingenious as it was, Follis’ gambit 
failed. The Armed Services Commit- 
tee turned down the idea, shrewdly 
figuring that as things now stand, the 
Government not only controls the 
company’s reserves, but gets the cash 
from selling off the Navy’s oil (to, of 
all people, Follis himself). 

Is there yet a chance that Socal can 
augment its West Coast crude supply 
this year? “Not a prayer,” answers a 
company spokesman. “The Navy deal 
was our best hope, and it looks now 
like it is gone for good.” 


DISTILLING 


BIG STEP 
FORWARD 


With its latest merger, John 
Bierwirth’s National Distillers 
has taken a giant step in 
its long-range diversification 
program. 


For ALL their competitive woes, few 
distillers have done much more than 
dabble at diversification.* One major 
exception: National Distillers & 
Chemical Products Corp.,+ which 
since 1950 has barged into chemicals, 
plastics, rare metals, rocket fuels and 
fertilizers—all on a big scale. Chair- 
man John E. Bierwirth has made no 
secret of his drive to cut National's 
dependence on the liquor business 

Why Bridgeport? Last month, Na- 
tional’s 53,000 undaunted sharehold- 
ers put the final stamp of approval 
on their company’s biggest merger 
move into a new field. On June 30, 
the venerable, 95-year-old Bridge- 
port Brass Co. lost its corporate in- 
dependence and became a division 
of National. 

What can Bridgeport Brass, which 
in recent years has had little luster 
of its own, do for National? As John 


*Example: Distillers Corp. has 4% of its 
assets invested in oil and gas properties. 


7National Distillers & Chemical Products 

NYSE. Recent price: 2719. Price 

: high, 3034; low, 2514. Dividend 

$1.20. Indicated 1961 payout: $1.20 

Earnings per share (1960): $1.90. Total as- 
sets: $540.5 million. Ticker symbol: DR. 


NATIONAL’S BIERWIRTH: 
into another new field 


Bierwirth sees it, much of Bridge- 
port’s attraction lies in its skills in 
fabricating exotic metals: the titani- 
um, zirconium and hafnium that go 
into missiles and nuclear engines. As 
he noted recently: “We want to get 
into the specialty metals business, 
and to do these things we must have 
an association with a group of people 
who are in metals.” Bridgeport, a 
specialty metals pioneer which al- 
ready manages Reactive Metals Inc., 
60°. National-owned producer and 
fabricator of zirconium and titanium, 
was the logical partner. 

There were, it is true, other attrac- 
tions. The two companies merged 
could save several million dollars 
yearly through wiping out duplicate 
operations and slashing inventories 
Working in harness, they could pou 
big money into the exotic metals and 
into modernizing Bridgeport’s coppe: 
and aluminum divisions 

Plastics & Metals. But most impor- 
tant of all, perhaps, was the fact that 
the future of polyethylene, a leading 
National product, was becoming more 
and more closely linked with metals 
The two, indeed, are becoming in- 
creasingly interchangeable. “For in- 
stance,’ explains Bierwirth, “poly- 
ethylene pipe is used in many in- 
stances where metals have been used 
in the past. Irrigation is one of the 
important fields. Also, they are coat- 
ing metals with polyethylene now 
it’s still experimental, but I think 
there’s a great future for it.” Adds 
he: “It makes for a smoother flow of 
liquid and reduces corrosion.” 

Broad Range. With completion of 
the merger, National would be a $700- 
million-plus sales company with as 
broad a range of products as any cor- 
porate giant in the U.S. today. Better 
yet, from the Bierwirth point of view, 
the company’s long dependence on 
the volatile liquor business would be 
lessened to around a third, whereas it 
was as much as 50°; last year. 





THE ECONOMY 


PLENTY OF CASH 


The big U.S. corporations are 
currently in a comfortably 
liquid position. As the econ- 
omy begins to build up steam, 
this liquidity has some inter- 
esting implications both for 
the money market and for 
stockholders. 





IF BUSINESS picks up as much as 
Treasury Secretary Douglas Dillon 
expects (“We may well be in the 
midst of an economic boom by mid- 
1962”), will big business be forced 
into the money market this year? 
Will higher sales make it necessary 
for the major corporations to sell 
bonds and additional common stock? 
To judge by the latest balance sheets 
of the 20 largest industrials, the an- 
swer in most cases: a resounding no. 

By all ordinary standards, the 20 
industrial corporate giants have com- 
fortably more cash than they need 
to conduct their current levels of 
business. Combined cash balances of 
the-Top Twenty stood early this year 


at $8.3 billion, a full $2.1 billion higher 
than three years ago. In several cases, 
the cash balances were almost embar- 
rassingly big. Both CM and Standard 
Oil (N.J.) held well over $1 billion in 
cash or equivalent; six other indus- 
trials had $400 million or more. 

Business Trends vs. Cash Trends. How 
had big business managed to remain 
so remarkably well-heeled after rid- 
ing through two recessions in fairly 
rapid succession? The _ recessions 
themselves were mainly responsible 
for this paradox. Generally speak- 
ing, a lower level of business puts 
fewer demands on inventories and 
receivables than prosperity does. 
And, of course, even mild recessions 
make boards of directors considerably 
more reluctant to approve capital 
spending projects. Thus, as business 
slows down, so usually does the out- 
flow of cash. This is what has taken 
place in big business over the past 
three years. 

But at the same time the inflow of 
cash was generally rising (see table). 
The new plant built during the Fifties 
was coming on stream and beginning 
to generate tax-free depreciation 
accruals. In the case of most major 
corporations this increase more than 


offset the decline in net earnings. 
Standard Oil (N.J.), for example, 
earned just $3.18 a share last year as 
compared with $3.61 a share in 1955. 
But Jersey’s total cash flow rose sorne 
$169 million, or about 16%, during 
the period. 

Thus cash inflow was rising at a 
time when cash outflow was declining. 
This tendency of cash trends to run 
counter to over-all business trends 
has a fairly predictable result in 
moderate recessions: the slower busi- 
ness gets, the easier things tend to 
become for the treasurer. Ever since 
the last real boom peaked out in 1957, 
the Top Twenty have been running a 
comfortable cash surplus. 

Good News? All this, of course, 
could change fairly fast. If the US. 
gross national product climbs to a $530 
billion rate by early next year, the 
pressure on working capital could 
well force down corporate cash bal- 
ances. Looking a bit further ahead, 
if the boom hits the point by 1963 o1 
so where present excess capacity is 
fairly well soaked up, a need for 
higher capital spending could turn the 
cash surpluses into cash deficits. 

But, for 1961 at least, the major in- 
dustrials are likely to continue run- 


Corporate Bank Balances: BIG and GETTING BIGGER 


By and large, the bigger U.S. corporations are taking in cash considerably 
faster than they are paying it out. Result: high bank balances and an ability 
both to pay higher dividends and finance expansion out of internal sources. 


CASH INFLOW 
(millions) 


1955 


$1,060 
1,483 
659 
551 
417 


HOLDINGS OF 
CASH & EQUIVALENT 
(millions) 

1950 1955 1960 
$803 $1,305 
961 1,210 
473 568 
246 350 
202 390 


551 568 
168 265 
154 261 
181 281 
144 142 


317 146 
346 690 
90 96 
215 306 
61 73 


29 76 
209 351 
134 150 
115 193 

48 54 


CASH OUTGO 
(millions) 


1955 


$1,033 
1,213 
388 
448 
333 


389 
379 
327 
286 


LONG-TERM DEBT 
(millions) 


1955 
$558 
300 
286 
none 
186 


1960 
$1,229 
1,347 
518 
537 
624 


1950 


$503 
715 
297 
366 
166 


207 
217 
188 
168 


1960 


$808 
305 
423 
none 
257 


e Standard (N.J.) 
: GM 

© U.S. Steel 

+ Du Pont 

$ Guif Oil 


. 

© Ford 

e Texaco 

$ Socony 

: Standard (ind.) 
° Standard (Calif.) 


$ GE 

* Bethlehem Steel 
e Sheil Oil 

$= Union Carbide 
Phillips Petroleum 
° IBM 
4 Westinghouse 
Sinclair 

Inter. Harvester; 
Alcoa 


592 
683 
401 
344 
418 


570 
47 
395 
296 


239 
336 
168 
424 
173 


none 
209 
224 


316 
215 
346 
287 
252 


245 
140 
200 
484 
262 


386 
126 
166 
110 
120 


425 
321 
364 
144 
412 














+Company figures in 1950 and 1955; consolidated in 1960 
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BUSINESS: A HIGH DEGREE OF LIQUIDITY 


For the past three years the biggest U.S. corporations have tended to cut back on 
capital spending. Thus, their cash outgo has dropped faster than their cash inflow... 





un 20 Largest U.S. Industrials 
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...@$ @ consequence, cash balances 
have built up fo a record level. 


Billions of Dollars 
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Cash Balances 
+ 20 Largest U.S. Industrials 


























ning cash surpluses. A_ repetition 
of 1957’s big rash of equity financing 
is completely unlikely. What is likely, 
however, is that any pickup in profits 
will quickly start to result in fatter 
dividend payments, since the already 
well-heeled companies will have only 
limited use for the extra cash. 


BONDS 


VICE INTO VIRTUE 


Britain’s premium savings 

bonds have turned the na- 

tion’s penchant for gambling 
into a national asset. 


WHILE most of Britain waited expect- 
antly and a clutch of Saville Row- 
tailored financiers stood nearby, a 
grinning Midlands steelworker strode 
into the British bond office at Lytham 
St. Anne’s on the morning of July 1. 
Promptly at 9 a.m. he turned on an 
electronic calculator that has no pur- 
pose but to select some 30,000 nine- 
digit numbers at random once a 
month. 

In minutes, the Electronic Random 
Number Indicator Equipment (known, 
of course, as ERNIE) had given Brit- 
ain its 50th batch of winners in the 
government's five-year-old premium 
savings bond lottery. This strange 
form of “investment” pays its partici- 
pants no interest, but gives them a 
chance to win a big bundle of cash. 
Issued in 1£ denominations, each 
bond gives its holder a chance at the 
monthly prizes. He can buy as many 
as 800 and all will be in the running 
every month. 

Prizes these days range from $14,000 
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(of which there were 11 recently) to 
$70 (of which there are more than 
25,000 winners a month). Gauged as 
either a form of savings or a gambling 
device, it is just about the most popu- 
lar financial gadget in the United 
Kingdom. 

Some $825 million worth of pre- 
mium bonds were outstanding last 
month, a 60% increase in four years. 
Last year alone, lottery-minded Brit- 
ons planked down $219.2 million for 
premium bonds, well over three- 
fourths as much as the sporting set put 
into the immensely popular football 
pools (about $280 million last year). 

For the government it has been a 
shrewdly calculated program. Cham- 
pioned in 1956 by no less than the 
then Chancellor of the Exchequer 
Harold Macmillan, the program 
shocked many proper Britons. But 
success has a way of quieting criti- 
cism. The lottery bonds have pumped 
more than $1 billion into the British 




















treasury in five years. It is money 
the government might not otherwise 
have had available, and it has been 
gotten at no discernible loss to other 
government financing programs. To- 
day, the premium bonds are an ac- 
cepted institution of modern British 
life. 

The government has every reason 
to be pleased with the results. At a 
time when British Treasury Notes 
carry an interest cost of 542%, the 
premium bonds cost the Excheque1 
the equivalent of just 44%. Instead 
of dispensing the $3 million or so a 
month to every bondholder, however, 
the government pays it into the prize 
pool. When there is the chance of 
winning $14,000 for $2.80, who is go- 
ing to argue over 1%? Thus, on a 
scale perhaps unique in history, have 
the practical-minded Britons found 
a way to turn the national vice of 
gambling into the national virtue of 
thrift. 


ERNIE CHOOSES LATEST CROP OF WINNERS: 
instead of interest, there were 30,000 prize winners 
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SQUEEZING 
OUT: THE 
LAST DROP 


There's more to producing a gas or oil well than opening the 
valve and letting it flow. Sound conservation practices and 
production methods often will prolong the life of a well ora 
field for many years...thus assuring greater recovery. Every- 
body benefits from the conservation of our gas and oil re- 
sources. United Gas long has been among the leaders in the 
development of techniques which serve as the basis for many 
of the conservation practices now in effect in the gas pro- 


ducing states. Our company is 
proud of its record in the field UNITED 


of conservation. 5 As 


COR PORATION Headquarters, Shreveport, La. 


SERVING THE GULF SOUTH 


SAR SE SDE HAN ODLE R O F NATURAL GAS 
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1956 , 1957 , 1958 , 1959 
The NEW FORBES Index 
a 

Solid line is computed weekly and monthly, using the following 
weighted factors: 


1. How much are we producing? (FRB index) 
rking? (BLS prod 
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1961 








durable goods index) 


ments less net adj: 
and for seasonal va 


may not agree with the 
form. Dotted projection indi 








5. Are people spending or saving? (FRB department store sales) 

6. How much are we building? (private non-farm housing starts) 

9. ieee © Go mene caus? Gat Gach Gapertn gts te 
ns) 


Factors are adjusted to refiect changing valves of the dollar, ~~~ 
riations. 


Plotted line for current year is a preliminary weekly figure, and 

revised monthly total shown in tabular 
. icates an 8-day estimate based on 
tentative figures, and is subject to revision. 
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June July 


104.7 104.5 


Aug. 


102.8 


Sept. Oct. Nov. Dec. 


102.4 102.9 101.1 100.3 


- be = —_ + — 
king? (BLS average weekly hours “: ‘ : i | 
4. How much hard goods are we ordering? (Dept.of Commerce - 


Jan. 


98.9 


+ 





Feb. March April June 


(prelim.) 
103.4 


May 


99.2 100.1 101.7 102.3 





THE MARKET OUTLOOK 


The New Mood 


A NEW environment came into being 


during the second quarter. It’s not 
that common stocks suddenly lost 
their “respectability” or claim to fame. 
The case for long-term equity owner- 
ship—via the better quality of cor- 
porate earning power, the economy’s 
new found stability, etc—is as per- 
suasive today as it was before. Nor is 
it that the promise of new industries 
and new technologies, the benefits of 
new living standards, have disap- 
peared. But the plain fact of the mat- 
ter is that the stampede to stocks 
which made headlines last spring is 
now over. 

Reasons for the new mood are many 
and past columns have gone to great 
pains to point out the weaknesses. 
Basically, the speculative change of 
heart revolves around the following 
facts. The emotional buyers who were 
responsible for the spring excesses 
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by SIDNEY B. LURIE 


reached the _ in- 

evitable point of 

“no return.” Their 

place wasn’t taken 

by the — serious 

buyers who know 

that there is an 

art to consistently 

successful specu- 

lation, that stocks are not an impulse 
business. To express it a little differ- 
ently, the issue revolves more around 
matters of price and timing (the “x” 
factors which “make” the price 
swings) than a question of the broad 
sense of direction. The distinction be- 
tween the two is important. 

The danger is that what is essen- 
tially an internal market condition 
may be misinterpreted as an external 
change in fundamentals which re- 
quires reappraisal. True, there have 
been some at least outward causes for 


uncertainty, if not concern. For ex- 
ample, the rash of major industry 
price-cutting has raised fears that the 
business recovery is stumbling. I don’t 
think it is. I believe that a new phase 
of upturn will start when the normal 
seasonal slowdown is over this 
month. Retail sales have new vigor, 
consumer spending power is _ high, 
government outlays are rising and 
industry is reinventorying. Thus, I 
haven't changed my belief that we will 
see record high business activity this 
winter, that the automobile industry 
enjoys a very bright outlook, etc. 
To put it in a word, I'm more con- 
cerned about the issue reappraisal 
taking place than, say, the harassing 
international political situation. The 
latter is an imponderable we just have 
to accept. For example, how much is 
Radio Corp. of America (around 
58 paying $1) really “worth”? Sure, 
military business probably will re- 
main large; $1 of every $3 of the 
company’s TV set sales now is in 
color; 1961 profits should better last 
year’s $1.93 per share, and more is 
possible in 1962. But I believe the 
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Southern California 's oldest, 
one of the nation's largest savings 
and loan associations 

———— 

In 76 years this trustworthy 
institution has never missed a divi- 
dend nor closed its doors on a 
business day. 

Its savings accounts are held by 
investors throughout the United 
States, and are exempt from per- 
sonal property tax in California. 

Savings are insured to $10,000 
by Federal Savings and Loan 
Insurance Corporation. A number 
of accounts may be arranged to 
provide insurance protection for 
all of them 

Corporation accounts are ac- 
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| to crosscurrents within the 


company has lost competitive ground 
in the entertainment electronics field. 
Its data processing probably will lose 
well over 50c per share this year, may 
not be in the black until 1964, etc. 
With group labels having lost their 


| charm, I’m inclined to raise questions 


about a number of other stocks—from 
American Motors (floundering in the 
new market it created) to IBM (whose 
currently excellent earnings are bor- 
rowing from the future) to Pan Amer- 
ican (facing increased competition and 
a slowing up of the European travel 
boom). 

In contrast, I don’t think it’s difficult 
to make a case for B.F. Goodrich (68 
paying $2.20), whose new manage- 
ment has improved facilities, increased 
the sales base and raised the long- 
term earnings potential above this 
year’s $3.50-$3.75 guesstimate. : 
Scott Paper (110 paying $2.20) may 
have literally stumbled on a signifi- 
cant long-term plus in its polyure- 
thane foam, which is now being used 
as a laminate for fabrics and as an 
industrial filter material. The basic 
business of this household-name com- 
pany will better last year’s $3.40 per 
share profit... . Nor is it difficult to 
enthuse about Singer Manufacturing 
(99 paying $2.60). The company’s ag- 
gressive president has the financial 
resources to broaden horizons beyond 
the sewing machine business, which 
should produce a respectable $5 earn- 
ings level in 1961. 

My point is that the issue is not 
one of the business outlook as such, 
but the price that the security buyer 
will pay to have a “piece” of it. In 
turn, the problem is complicated by 
the fact that it’s impossible to be pre- 
cise about the over-all extent and im- 
pact of the issue readjustment when 
so many “fast buck” stocks have had 
their day. In other words, we have a 
great many involuntary investors in 
the former board room high flyers who 
are “locked in” at high prices. True, 
the type of people who buy these 
stocks are not the ones that make for 
a consistent and serious interest in 
the stock market. Moreover, the neo- 
phyte speculator won’t be tempted 
towards this type of stock in the fu- 
ture. But will this indisposition, so to 
speak, affect the market as a whole 
permanently? 

Sure, the background points more 
market 
framework than to another buying 
stampede. But even if the period of 


| digestion and issue transition post- 


pones the possibly too widely antici- 
pated summer rally, it would not be 
particularly alarming. Short of the 
unexpected, it’s difficult to visualize 
a mass urgency for cash without uni- 
versal earnings disappointment—and 


the evidence on this score (if it’s to 
come) won’t be at hand until much 
later. On balance, I believe it’s pre- 
mature to hold that the chance for 
new average highs has permanently 
gone by default. 

The next phase of advance—and 
there will be one—will focus atten- 
tion on the medium-priced rather 
than low-priced or high-priced stocks. 
The latter is where the excesses are 
being corrected; the former is where 
the earnings dynamics will be shown. 

In this connection, I'm intrigued 
with Koppers as a participant‘in all 
phases of the economic recovery. Its 
well protected $2 dividend affords a 
liberal 4.7% yield at going prices of 
43, which is only 14 times last year’s 
and this year’s anticipated earnings. 
Earnings in 1961 should about equal 
the $3.06 per share earned in 1960, 
and sales should approximate the 
$303.7-million figure of last year. 
Manufacturing sales (on which there 
is a greater profit margin) will be 
somewhat higher and engineering and 
construction revenues (on which there 
is a lower margin of profit) will be 
a bit lower than 1960. But the an- 
nouncement that Courtaulds, Ltd. (one 
of the largest British industrial com- 
panies) has acquired over 100,000 
shares indicates a quickening of the 
corporate blood stream, and it inti- 
mates that a corporate investor con- 
siders Koppers good value. 

As I understand it, the steel price- 
cutting is special and spotty and prob- 
ably won’t apply to major tonnage. 
Some of my friends in the industry 
feel that the cutting is primarily rec- 
ognition of what has been taking 
place on the fringe. Others believe 
that it could be public notice by the 
leading factor in the industry that it 
won't lose any markets because of 
price cutting. Everyone, however, 
would be flabbergasted if it applied 
to the major tonnage for this would 
mean a reversion to the tactics of the 
Thirties. All the companies with 
whom I’ve checked make the points 
that second-quarter earnings prob- 
ably will surprise Wall Street—the 
summer letdown may not be as sharp 
as many people expect—and earnings 
for the next 12 months will look quite 
good. In my opinion, the group is in 
a trading buying range. 

I’m still very enthused about Ar- 
mour (around 48) on a long-term 
basis, for 1962 has all the elements 
of being quite a good year. Moreover, 
there will be a fairly sharp earnings 
recovery in the second half of this 
fiscal year which means that 1961 
profits should about duplicate last 
year’s $3.10 per share. But the talk 
about the company’s dehydrated foods, 
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CHEMICAL STOCKS 


Chemical Industry Expected to Outperform General Economy 


The chemical industry is on the brink of a 
substantial improvement in earnings. The group 
is superior to the market as a whole in terms of 
Value Line’s measurement of “Appreciation Po- 
tentiality to 1964-66.” 


At a time when most stocks are seriously 
overvalued, a number of interesting new in- 
vestment opportunities in fairly valued stocks 
are available in this dynamic group. 


NOW is a good time for investors to consider 
putting part of their common stock funds into 
selected stocks in this promising industry. 


Not all Chemical Stocks are equally attractive, 
of course: Of the 44 Chemical Stocks under 
constant watch by Value Line, certain of the 
smaller companies are the ones that offer the 
best values in terms of probable market per- 
formance in the next 12 months. And 9 of the 
44 stocks are favorably situated for both market 
performance in the next 12 months and apprecia- 
tion potentiality to 1964-66. As for the rest, a 
word of caution may be in order. Because of 
specific adverse developments in their com- 
panies or in their special fields, some stocks in 
this group are expected to perform considerably 
worse than the stock market as a whole. 


GUEST COPIES AVAILABLE 


We will send you, as part of a special Guest 
Subscription offer, Value Line’s new Chemical 
Industry Reports as a bonus. 


This 95-page survey will bring you full-page 
Ratings & Reports on 44 Chemical stocks. . . 
plus 29 Drug and 8 Coal stocks. Included are: 


Mead Johnson (‘‘Metrecal”) Atlas Powder 
Allied Chemical West Kentucky Coal 
Bristol-Myers Lehn & Fink 

Du Pont Parke, Davis 
Gillette Richardson-Merrell 
Union Carbide Koppers 

American Cyanamid Merck & Company 
Chemtron Corporation Olin Mathieson 
Remington Arms Schering 
Pittsburgh Coke Sterling Drug 
Hercules Powder Dow Chemical 
McKesson & Robbins Revlon 

Norwich Pharmaceutical Minnesota M & M 
Pfizer (Charles) Smith, Kline & French 
Stauffer Chemical Truax-Traer Coal 


As additional bonuses, we will also send you 
two “Special Situations’”’ Reports on stocks in 
two other (but smaller and newer) industries in 
which per-share earnings are expected to double 
and triple over those recently reported. (Many 
of these stocks are low-priced, selling “over-the- 
counter” for less than $5 or $10.) 


Moreover, in view of what has just taken 
place in the market as a whole, we will also send 
you the new Value Line Summary of Advices on 
1,000 Stocks and 50 Special Situations. With 
this valuable guide, being released this week, 
you can make an immediate check of every lead- 
ing stock you are concerned about as to its prob- 
able Market Performance in the next 12 months, 
its Appreciation Potentiality over the next 3 to 
5 years, its Quality, and its current Yield based 
on estimated dividend payments in the year 
ahead. 


And for the special “‘guest’”’ price of only $5 
you will receive (a) the next 4 weekly Editions 
of the Value Line Survey with full page reports 
on each of 300 additional stocks, (b) a new Spe- 
cial Situation Recommendation, (c) Four “Es- 
pecially Recommended Stock-of-the-Week” Re- 
ports, (d) Business and Stock Market Prospects 
(weekly), (e) List of Selected Stocks to Buy 
and Hold Now (weekly), (#) The Value Line 
Business Forecaster (weekly), (g) ‘““What the 
Mutual Funds Are Buying and Selling,” (h) 
“What Company Officers and Directors Are 
Buying and Selling” (weekly), (i) Weekly Sup- 
plements, (j) Four Weekly Summary-Indexes 
including all changes in rankings to date of 
publication, and— 





(k) YOU WILL ALSO RECEIVE AT NO EX. 
TRA CHARGE Arnold Bernhard’s new book, 
“The Evaluation of Common Stocks” (reg- 
ular $3.95 clothbound edition published by 
Simon & Schuster). 











To take advantage of this Special Offer, 
fill out and mail coupon below 


Name 


Address 








City Zone State 








Send $5 to Dept. FB-181Q 


THE VALUE LINE 


INVESTMENT SURVEY 
Published by 
ARNOLD BERNHARD & CO., Inc. 
The Value Line Survey Building 
5 East 44th Street, N. Y. 17, N. Y. 
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According to Mark Twain, “It 
is difference of opinion that makes 
horse races.” 

It makes the stock market, too. 

On an average business day, 
three or four million shares of 
stock are likely to change hands 
on the New York Stock Exchange 
alone. That means that three or 
four million shares are sold by 
people who don’t want to own 
them any more and bought by 
other people who do want to own 
them now. Since eventually all 
stocks show either an increase or 
a decrease in price, you might 
think that half of those people are 
necessarily wrong about the stock 
they are buying or selling. 

It may seem so on the face of 
it, but the facts are otherwise. A 
share-owner may have other rea- 
sons for wanting to sell besides the 
obvious reason of thinking, rightly 
or wrongly, that his stock has gone 
about as high as it can go. He may 
need, the cash. He may have found 
another investment that he thinks 
will be better for him. He may 
have discovered some tax advan- 
tage in selling. And so forth. 

Similarly a buyer’s reasons for 
buying may be just as numerous 
and good as the seller’s reasons 
for selling. 
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In short, it’s all a matter of 
point of view — rather like the old 
story of the eight-ounce glass con- 
taining four ounces of liquid. Is 
the glass half full or half empty? 


Merrill L synch, 
Pierce, 
Fenner & Smith 


INCORPORATED 





Members of the New York Stock Exchange 


and other principal Stock and Commodity Exchanges 
70 PINE STREET, NEW YORK 5, N. Y. 


143 offices in U.S., Canada, and abroad 
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| speculation has slowed down. 


MARKET COMMENT 


by L. O. HOOPER 


This Changed Pace 


THE CONTRASTS between the March- 
May stock market and the stock mar- 
ket of early July are striking. The 
combined volume of trading on the 
New York Stock Exchange and the 
American Stock Exchange has de- 
clined about 50%. Most stocks are 
standing still, or going down, instead 
of going up. Brokers have very few 
buying ideas instead of being sur- 
feited with them. 

Why the change? For a variety of 
reasons, some good and some bad, 
One 
thing is that the unusually long 
honeymoon of the Kennedy Adminis- 
tration has ended; the definitely, 


| though intangible, better feeling that 
| resulted from a change in Washing- 


ton has been assimilated and digested. 
For another, the “tips,” to use a vul- 
gar word, have not been making good; 
and the get-rich-quick people are 
wary and disillusioned. Paper profits 
are not easy to come by any more. 
Most important of all, stock buyers 


| suddenly have begun to pay some 


| bad. 


| went 


attention to what they are buying in- 
stead of investing blindly; and as they 
become more serious, they realize that 
they have been doing foolish things. 
It has been sort of a “morning after.” 

Actually, like all of the other set- 
backs of recent years, it is not too 
In fact, to an old-timer who 
through 1916, 1919-20, 1923, 


| 1929-32, 1937 (worst of all) and 1946, 
| it is “just a little reaction” and no 


disaster at all. To some of the new 
speculators who have never known 


| real unpleasantness, it is something 


else again. 

What will happen now? For a time, 
at least, we will have to learn to live 
with a less romantic and more real- 
istic stock market. A new set of 
vogues will develop very gradually 
and those vogues may not be in the 
type of issue which for the past two 
years has been so popular. Probably 
there will be more emphasis on value 
and less emphasis on price. Prob- 
ably people will have to learn to be 
more patient—at least for a time. 
Many of the former “hot air” specials 
probably won’t come back as much as 
they have gone down. There may be 
more emphasis on current earnings, or 
earnings just around the corner, than 
on earnings projections which go two 
to five years into the uncertain future. 

As this is written, the DJ industrials 
would seem to be probing for an in- 
termediate bottom. Stocks in the 
Dow, although representing something 


like 21% or 22% of 

total market value 

on the NYSE, are 

not the type of 

issue which has 

been in the vortex 

of this correction. 

Their relatively 

modest decline, something like 5% to 
date of writing, is not representative 
of what has happened in the “new 
issues,” the science stocks and the 
other fast steppers. Effective support 
could develop anywhere between here 
and 640; my guess would be around 
660, but that’s just a guess. Unex- 
pected things, either good or bad, can 
always happen. 

To be perfectly frank, I have been 
having trouble developing much con- 
viction about either buying or selling 
suggestions. Other analysts are having 
the same difficulty. The demand for 
“ideas” right now exceeds the supply. 
And even the demand is not as vigor- 
ous as it was a few months back. 

International Telephone (53), down 
from 60%, appeals to me as a growth 
stock. This international manufac- 
turing company, in fields related to 
telecommunications and_ electronics, 
had sales of $811 million last year 
earning only $31 million. Under 
Harold Geneen, one of the most tal- 
ented and most aggressive executives 
in American industry, I expect profit 
margins to improve. He has 132,000 
employees at 141 locations to work 
with, owns priceless patents, com- 
mands a great deal of know-how, and 
is in a field of growth. Earnings last 
year were $1.96 a share. I hate to 
make projections so early in the year, 
but assuming earnings of $2.40 a share 
in 1961, the stock is selling at about 
22 times earnings against about 21 
times earnings for the DJ industrials. 
This stock may take patience, but I 
think it can be bought on a reasonable 
thesis. 

Another science stock, which many 
analysts have not liked because they 
could not see as much glamour in it 
as in other science issues, is Bendix 
Corp. (5842), down from 72 this year. 
Bendix already is what many of the 
small companies hope to be some five 
or ten years hence. Sales for the 
year ending in September probably 
will be close to $750 million, with 
earnings $4 a share at the worst. This 
is 14 or 15 times earnings, a lower 
price/earnings ratio than the Dow. 
The automobile business (about 15% 
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gets you 
_ reliable 
investment 
advice 


Since January 1960, only 8 stocks have been recommended. 
Here is the complete record of The Lazarus Report. 


The following portfolio of every stock recommended for purchase by THE LAZARUS 
REPORT is maintained as a guide to subscribers. Recommendations as to sale will be 
made with regard to securities in the Portfolio. 
Price When Date 
Security Traded Recommended Recommended Present Price* 

Brush Beryllium* O/C 29 1/26/60 43% 
Philips’ Lamps? .. O/C 101% 2/26/60 138% 
A. C. Nielsen* O/C 26 4/29/60 50 
C-E-I-R, Inc. O/C 27 1/27/61 47 
Nuclear Materials & 

Equipment Corp. 0/C 63 3/28/61 75 
Sterilon Corp. ... O/C 24% 5/26/61 25% 


The following is a list of every stock recommended sold out of the Portfolio. 
Date Price When Price When 
Security Recommended Recommended Date Sold Sold 
Manpower, Inc. 8/22/60 39% 3/28/61 51% 
Sanborn Co. 9/30/60 53 3/28/61 63 


NOTE: The REPORT'’s policy is to recommend both listed and unlisted securities. tPrices as of 6/28/61. 
+The Company has declared a 5% stock dividend since recommended. * Adjusted for stock split since recommended. 


The Report has just recommended a 9th stock 
What is the Lazarus Report? 


The Lazarus Report is an independent, highly selective investment ad- 
visory service published monthly. It represents the thought and judg- 
ment of one man, who devotes himself to the finding of a limited 
number of Special Situations leading to long-term growth. Recommen- 
dations of new stocks, or the selling of currently held stocks, are made 
only after the most thorough investigation. The record speaks for itself. 


For a full year’s subscription to the Report, plus the 9th recommenda- 
tion, mail the coupon at the right. 


THE LAZARUS REPORT 
370 Lexington Avenue, N. Y. 17, N. Y. 


Enter my subscription for one year. 
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THE LUCKIEST $7 
| EVER SPENT 


By a Wall Street Journal 
Subscriber 


Not long ago I picked up my first copy 
of The Wall Street Journal. I expected 
dull reading. Imagine my surprise when 
I found some of the best articles I’d ever 
read! 

I sent for a Trial Subscription. For the 
first time in my life I began to under- 
stand why some men get ahead while 
others stay behind. I read about new in- 
ventions, new industries and new ways 
of increasing my income. Also I got ideas 
on what to do to reduce living expenses 
and taxes. My Trial Subscription to The 
Journal cost me $7. It was the luckiest 
$7 I ever spent. It has put me hundreds 
of dollars ahead already. 

This story is typical. The Journal is 
1 wonderful aid to men making $7,500 
to $25,000 a year. To assure speedy 
delivery to you anywhere in the USS., 
The Journal is printed daily in seven 
cilles Irom coast to coast. 

The Wall Street Journal has the largest 
taff of writers on business and finance. 
It costs $24 a year, but in order to ac- 
quaint you with The Journal, we make 
this offer: You can get a Trial Subscrip- 
tion for 3 months for $7. Just send this 
ad with check for $7. Or tell us to bill you. 
Address: The Wall Street Journal, 44 
Sroad St., New York 4, N. Y. FM 7-15 











Opportunities inWARRANTS 


If you are interested in making each $1 do 
the work of $100 or $1,000 in a rising 
morket—then you should be interested 
in common stock WARRANTS. 

What are warrants? 

How is it that each dollar wisely in 
vested in warrants during a bull mar 
ket may bring capital appreciation as 
much as 1000% or more over the same 
dollar invested in common stocks? 

How do some warrants make sensa 
tional gains; $100 investments in some 
cases appreciating to as much as 
$50,000 in a few years? 

How do you avoid the equally great 
losses which may follow unintelligent 
speculation in warrants? 

@ What warrants are outstanding in to 
day’s market and how should they 
be bought and scld? 

For the answer to all these questions you 

should not miss the most widely-praised and 

only full-length study of its kind—''THE 

SPECULATIVE MERITS OF COMMON STOCK 

WARRANTS" by Sidney Fried. For your 

copy of this book detailing the full story of 

warrants, and a current list of 110 warrants 
you should know about, send $2.00 to 


H. M. Associates, Dept. &> 











F-183, 220 Fifth Avenue, New 
York 1, N. Y. or send for 
free descriptive folder. 

Easier Way to Trade for Bigger 


Once-a-week instructions to your broker takes care 
of all trading details. Our weekly letter tells you 
where to buy, sell, take profits or place stops. 
Learn how to increase capital and income in these 
fast-moving markets that enable your funds to 
work 14 times as hard as they can in stocks. Send 
for free booklet and recent trading bulletins today. 


COMMODITY FUTURES FORECAST 


90 West Broadway, New York 7, BArclay 7-6484 
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STOCK ANALYSIS 


by HEINZ H. BIEL 


eget 


Summer Rally or Summer Lull? 


Wat StrEET ended the first half of 
1961 in a hesitant and subdued mood. 
All the spunk that had been keep- 
ing things boiling just a short while 
ago seems to have died, and trading 
volume, which had been boiling at a 
rate of 5 million-6 million shares a 
day, now has subsided to a pedestrian 
pace of less than 3 million shares. 

This is, course, what we had been 
trying to achieve (‘“we” being the 
more conservative fringe of the finan- 
cial community). A cooling-off period 
during which people would rid them- 
selves of the high fever of specula- 
tion and get back their sense of 
values was badly needed. But now, 
after a measure of sobriety and reality 
has been regained, there is no feel- 
ing of gratification over this accom- 
plishment. On the contrary, after 
having successfully doused the dan- 
gerously speculative over-enthusi- 
asm, people begin to wonder whether 
we may not have poured on too much 
water and drowned the market in- 
stead of merely quieting it down 

I don’t go along with this line of 
thinking. Somehow we must try to 
overcome our own psychological in- 
hibitions. Recommendations of the 
advisory services usually read: BUY 
ON REACTIONS; BUY ON WEAKNESS. But 
when the market turns weak, when 
a long-awaited buying opportunity 
finally comes, it is neither welcomed 
nor ever recognized as such, and po- 
tential investors, instead of being 
pleased, are scared. They just don’t 
like to buy in a declining market. 
They want to see a stock go up as 
soon as they have bought it, and 
they would rather buy a stock at 80 
and see it sell at 81 the next day than 
get it at 70 with the possibility that 
this may not be the absolute bottom 
of a correction. Just as the market 
always looks most appealing near its 
peak, so it usually appears least in- 
viting as it approaches bottom. 

The foregoing is meant to convey 
my belief that the stock market today 
is less vulnerable and holds more 
favorable investment opportunities 
(although not necessarily better op- 
portunities for the “quick buck” 
speculator) than it did two or three 
months ago. 

People begin to worry now about 
all the things that have been on every 
thinking man’s mind for months: that 
President Kennedy may not be the 
miracle man to provide an immedi- 
ate so.ution for all the problems 
which nis predecessor saw just as 


clearly but could 
not solve; that the 
international situ- 
ation is ugly and 
a portent of po- 
tential grave dan- 
ger—Cuba, Laos, 
Berlin, the Congo, 
Latin America, in 
short “the mess”, that the stock mar- 
ket is way ahead of the near-term 
corporate earnings potential; that it 
will take time for an economy to 
emerge from a recession and mature 
into a state of prosperity. We have 
been living with this knowledge for 
months and I cannot see why it 
should now become a news factor as 
far as the stock market is concerned. 

The correction from the May high 
to the June low was barely 5% in 
the DJ industrial stock average, but 
this is not the true picture. From 
soup to nuts, so to speak, the correc- 
tion has gone far beyond the com- 
paratively inconsequential 5% de- 
cline, H.J. Heinz and Chock Full 
o’ Nuts both being down more than 
20°, from their highs. These stocks, 
and hundreds like them, are still 
not cheap by historical conventional 
standards. But they sure have be- 
come a lot cheaper. If the business 
recovery now under way continues 
to progress, as seems likely, then the 
present setback provides a good chance 
to buy stocks for investment. 

With an eligible list of several hun- 
dred good and suitable stocks, it is 
always difficult to single out a few 
for above average performance, par- 
ticularly in a fluctuating market such 
as we have at present, and also allow- 
ing for quality and risk differentials 
But for the average investor desir- 
ing to build up his industrial stock 
portfolio, I submit the following 
“shopping list.” 

AIRCRAFT AND DEFENSE: This is an 
exceedingly broad area encompass- 
ing much of the electronics industry. 
Boeing (49) and Lockheed (37) de- 
serve first consideration for broadest 
coverage; also Martin (36), although 
the proposed merger with American- 
Marietta would diminish its leverage 
and dilute its activities in the missile, 
electronics and nuclear fields. Avco 
(21), with an improving trend of 
earnings and profit margins, still 
looks interesting. 

Automotive: The 1962 model year 
should show a substantial improve- 
ment. Most of the cars produced in 

(CONTINUED ON PAGE 50) 


Forbes, JuLY 15, 1961 











—_— BANKERS TRUST 


ALEX H. ARDREY 
Vice Chairman of the Board 


acum, | O@& COMPANY 


Brady Security & Realty Corporation 








JOHN M. BUDINGER <3 NEW YORK 


Senior Vice President & 
Chairman of the Advisory Committee 
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HOWARD S. CULLMAN President, 


Cullman Bros., Inc. 


ASSETS 


J. PASCHAL DREIBELBIS 


Senior Vice President 
Cash and Due from Banks . $ 790,700,089 
WALLIS B. DUNCKEL President ‘- 
U. S. Government Securities . 671,801,000 





rw oe President and Director, | Loans ° ° a oa 7 . ” nf ‘ 1,683,820,128 


American Brake Shoe Company 
State and Municipal Securities . 104,946,822 
E. CHESTER GERSTEN New York a 
Other Securities and Investments 23,943,055 


OHN W. HANES Director ° . 6 
oon Mathieson Chemical Corporation Banking Premises and Equipment. . . 27,401,412 


sous A LASAME Chae ofthe Accrued Interest, Accounts Receivable, etc. 12,551,089 
Executive Committee 
Customers’ Liability on Acceptances . 82,047,063 
WAYNE C. MARKS _ President ; 
General Foods Corporation Assets Deposited for Bonds Borrowed 9,044,506 





GEORGE G. MONTGOMERY $3,406,255,164 
Chairman of the Board, 
Kern County Land Company 








WILLIAM H. MOORE 


Chairman of the Board 


LIABILITIES 





WILLIAM A. MORGAN 
Senior Vice President 


Capital (Par value $10 per share) « « $ 80,779,000 


JOHN M. OLIN Chairman of the Authorized 8.460.000 shares 
Financial and Operating Policy Committee 
Chairman of the Executive Committee 

Olin Mathieson Chemical Corporation 


Outstanding 8.077.900 shares 


Surplus... 160,300,000 
wasnt inp Undivided Profits . . . . $ 298,094,415 


a Dividend Payable July 15,1961 . 3,473,497 


i 2.975.422 
waste 0. Teawen ae ns 6 ae le ew ee he 2,975,422,241 
Whitney Communications Corporation 

Reserve for Taxes, Accrued Expenses, etc. 32,767,967 

B, A. TOMPKINS ees 
Liability on Acceptances . . 84,772,218 

THOMAS J. WATSON, JR sh 
Chairman of the Boar¢ Liability for Bonds Borrowed 9,044,506 


International Business Machines Cor poration 


Other Liabilities 2,680,320 
FRAZER B. WILDE aoe ‘ 


Connecticut General Lif Insurance Company | $3,406,2 5 5, 1 64 





Assets carried at $190,593,207 on Junc 30, 1961 were pledged to secure deposits aad fur other purposes, 








MEMBER OF THE FEDERAL DEPOSIT INSURANCE CORPORATION 
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FOR THE 
RAILROADS 


. With signs multiplying that 
the economy’s present upturn 
could be of “explosive propor- 
tions,” we look for an impor- 
tant increase in rail freight 
traffic, and consequently for a 
substantial gain in railroad earn- 
ings. And it is logical to expect 
that improved earnings will be 
reflected in rising prices for rail- 
road issues, which currently pro- 
duce yields considerably higher 
than those of any other group of 
securities. 


8 ISSUES RECOMMENDED 


Our Monthly Letter discusses | 
the present and future position | 


of the railroad industry and 
finds many factors strongly 
encouraging immediate invest- 
ment in selected issues. It ana- 
lyzes and recommends 5 better- 
grade stocks and 3 income bonds 
providing favorable yields—from 
4.5% to 7.9%. Dividends and in- 
terest payments in all cases are 
well covered. 

Our Letter also includes a 
continuously reviewed list of 
over 150 favored stocks in 
other groups, with price, yield, 
dividend and 1959 and esti- 
mated 1960 earnings on each. 
For your free copy of this 
Letter, now available to in- 
vestors, mail the coupon below. 


GOODBODY & CO. 


ESTABLISHED 1891 


MEMBERS OF LEADING STOCK 
AND COMMODITY EXCHANGES 


Our 70th Anniversary Year 
2 BROADWAY, NEW YORK 4 
OFFICES IN 40 CITIES 


: Please send me without cost your 
Monthly Letter FJY-15. Please Print. 
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by J. DONALD GOODWIN 


Stocks for Market Weakness 


IT SEEMS to me the current dip in the 
| market is an opportune time to make 
| purchases of selected stocks. In this 
| connection, I call attention to Ameri- 


can Sugar Refining, Fruehauf Trailer, 
Quaker City Life Insurance, Scott Pa- 
per and Texas Gulf Producing. 
American Sugar Refining is the 
largest refiner of cane sugar, operat- 
ing five refineries on the East Coast 
which supply about one-third of the 
domestic output. The company’s 
sugar is sold packaged under the trade 
names Domino, Franklin and Sunny 
Cane. Through its wholly owned sub- 
sidiary, Spreckels Sugar, beet sugar 
is produced in California, amounting 
to about 40% of that state’s production. 
The annual report for 1960 dis- 
closed that ASR’s Cuban properties 
have been entirely written off—a net 
figure, after tax adjustments, of $14.8 
million. The company is now a proc- 
essor and marketer only as far as 
cane sugar is concerned. During the 
past ten years more than $100 mil- 
lion have been plowed back into 
plant improvement. Domestic facili- 
ties are now entirely modernized. The 
Spreckels subsidiary recently an- 


| nounced plans for a large new plant 


in California to cost $16 million, 
which, together with completion of the 
parent’s plant rehabilitation, should 
augur well for larger earnings. 
Earnings last year were $3.49 per 
share, and for the last five years av- 


eraged $3.92 per 
share, more than 
2.6 times the cur- 
rent common divi- 
dend of _ $1.60. 
Yield, 4.7%. Divi- 
dends have been 
paid continuously 
since 1941. In 1960 
and 1961, extras of 3 cents and lic, 
respectively, were paid, raising the 
yield to above 5%. 

Finances are strong, with book 
value amounting to $48.47 per share. 
Capitalization consists of $35.6 mil- 
lion in long-term debt, 1.8 million 
shares of $1.75 preferred and 1.8 mil- 
lion shares of common stock. Pur- 
chase is recommended for income and 
appreciation. Recent price, 34; range 
since 1959, 43-25. 

Fruehauf Trailer, recommended 
here in 1954 at around 12-13, appears 
to offer good possibilities for appre- 
ciation. The company is the undis- 
puted leader in its industry, account- 
ing for over 40% of all US. trailer 
sales. Foreign business is conducted 
through non-consolidated manufac- 
turing subsidiaries in Brazil and 
France and through 78 distributors in 
other countries. In addition, Fruehauf 
conducts a trailer finance company 
which has been extremely profitable, 
having contributed roughly one-third 
of total net earnings last year. 

Sales in 1960 were $212.3 million 
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Where do you find the Better Customers... 


MAGAZINES 
or TV? 


In just 18 Products there is a 
134 Million Dollar Difference 


Next time you visit someone's house, notice the magazines there 
they can tell you the family’s interests. They can tell you something 


else too — of possible importance to your own business 


The heavier magazine reading families are the better customers, 


for most kinds of products 


Recent nationwide research compares two big markets: one is a 
market of 22 million families who are moderate to heavy magazine 
readers; the other is a market of the same size of moderate to heavy 


television viewers 


In just 18 product classifications,research shows the “reading mar- 
ket” buys 134 million dollars a year more than the “viewing market.” 
These findings came from the widely respected Research Corporation 


of America. They caused widespread comment some months ago 


Now new data from a separate research effort, also on a national 
scale, confirms these earlier findings. There are indeed two separate 


markets, almost the same in size but are sharply different in profitability 


There seems to be strong evidence that no matter how much an 
advertiser spends on tv, he can’t get real frequency against the heavier 
magazine reading families. Instead he seems to pile up more tv mes- 
sages against families which watch tv most, and which, family for 


family, are poorer purchasers of most products and services 


Recognition of the essential separateness of the two markets and 
the difference in their profitability have caused many thoughtful ad- 


vertisers to put increased magazine advertising in their plans 


As a result, for the second year running, magazines have gained 
in their share of the advertising dollar. Last year advertising in maga- 
zines stood at an all time high, up 9%. Circulation of magazines also 
is at an all time high — over 189 million copies per issue It can be said 
fairly that there is a strong tide running toward magazines today, a 
tide which will become stronger as more companies become familiar 
with the latest information. A call to the sales department of any 
magazine, or to us here at the Bureau, will bring you the up-to-date 
facts on magazines. Magazine Advertising Bureau, A Division of the 
Magazine Publishers Association, 444 Madison Avenue, N.Y., N.Y. 


Magazine Reading 
at All Time High 


CHART SHOWS the huge growth in maga 
zine circulation over the past 20 years up to 
today’s 188 million copies per (average) is 
sue. Magazine circulations have grown faster 
than the population as education and leisure 
time increased, family interests expanded, and 
concern with world affairs heightened 


MAGAZINES GIVE PEOPLE IDEAS 





Featuring Today’s 40 Best 
Growth Stock “Buys” 


NEW OPPORTUNITIES FOR PROFIT 


The dramatic changes ahead in our economy and the composition 
of our population, are opening up bright new vistas for some older 
companies and creating exciting growth opportunities for newer 
ones... for those astute enough to grasp them. 


The tremendous growth ahead for our “young” population means 
more schools, books, clothing, food. Growth is ahead for the aggres- 
sive companies in building materials, furniture and fixtures, pub- 
lishing, clothing, food chains. Then our “old” population is swelling 
year by year. This growth opens up new opportunities for companies 
in the drug, travel, housing fields. But which companies figure to 
profit most from this everchanging picture? 


Rapid growth has already started for many companies in the boom- 
ing “leisure-time” market. The Polaroids, Brunswicks, AMFs have 
excited the investing public — and made money for astute investors. 
Others in boating, sports equipment, hobbies are looking forward 
to faster and faster growth and fatter and fatter profits. But, again, 
which ones figure to profit most — which companies are most likely 
to pace their industry in sales and profits? 


GROWTH YARDSTICKS 


Just being in the right industry at the right time, of course, isn't a 
guarantee of success. In fact, with increased competition for sales 
in these growth areas, some highly rated companies could lose out 
to others with more drive, more imagination. 


That’s why the skilled security analysts of IAl — FORBES stock 
advisory subsidiary — use a series of stiff performance tests to see 
how individual companies stack up in the growth race. These are 
some of the key factors IAI carefully analyzes on literally hundreds 
of so-called ‘growth companies”. 


GROWTH FACTORS CAREFULLY ANALYZED 


A “true” growth company has a sound history of outperforming 
the economy and its own industry. To do so it must have the right 
blending of most or all of these factors — skilled management, 
resultful research and development programs, a rising demand for 
its products, a major factor in a key growth industry, strong profit 
margins, a low ratio of labor costs. 
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Investors Advisory Institute Inc. Subsidiary of FORBES Inc. 70 Fifth Avenue, New York 11,N. Y. 
copy(s) of “FORBES GUIDE TO PROFITS IN GROWTH STOCKS” 
for 10 days’ free examination. In 10 days | will remit $15 (plus postage and handling) 


or return Manual and owe nothing. Add 30¢ Sales Tax on New York City orders. 


(CO Check here if you enclose payment to save postage and handling costs. 


\Al’s skilled staff of analysts, economists, researchers and statis- 
ticians evaluated a vast number of “growth” companies against 
these key growth factors. The new Guide gives you complete infor- 
mation on the 40 stocks which best meet their growth yardsticks. 
The 40 stocks are grouped in these three investment areas to help 
you select those which best meet your own investment objectives. 


ONLY 40 GROWTH STOCKS ARE PICKED 


The stocks of hundreds of companies are being bought every day 
by investors seeking long-term growth. Yet, just these 40 companies 
were able to stand up under IAI’s careful analysis — 


10 SPECULATIVE GROWTH STOCKS 


These are mainly the dynamic young companies in dynamic indus- 
tries with outstanding profit potential — or interesting “old line” 
companies that have been revitalized by expansion or diversification. 


15 YOUNG GROWTH STOCKS 


These are the brilliant young companies which have already cap- 
tured a substantial position in an established growth industry — or 
have created a strong new industry. They have an exciting record 
of sales and earnings and a tremendous future. 


15 SEASONED GROWTH STOCKS 


These are the seasoned companies already firmly entrenched in a 
strong growth industry. These “blue chip” growth stocks sot only 
have a long history of solid growth, but have the potential for 
long-term growth to match their past record. 


ORDER NOW — 10 DAY FREE EXAMINATION 


This new Guide is available at the regular $15 price. It must be 
something you can put to immediate, profitable use — so you are 
free to examine it for 10 full days at our expense. At the end of 
that time you can either remit $15 or return the Guide and owe 
nothing. 


But to make certain you get your copy of “FORBES GUIDE TO 
PROFITS IN GROWTH STOCKS”, order it today. Because the supply 
is limited and they will be mailed on a first come, first served 
basis only. 





A-7003 
STARTER PORTFOLIO 


To further simplify your selection of 
Growth Stocks, IAI analysts have in- 
cluded a $10,000 “Starter Portfolio’ 
in the Guide. This Portfolio consists 
of eight stocks which represent a 
carefully selected combination of the 
three major growth stock classes in 
one “package”. 
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and are expected to show an increase 
this year. Earnings last year were 
$1.36 per share and, in spite of a slow 
start thus far in 1961, are estimated at 
around $1.40-$1.50 per share for the | 
full year. Earnings prospects for 1962, 
however, appear quite promising, as it 
is believed recently introduced prod- 
ucts (such as the Twin-20 Trailer- 
Container System, in which 20-ft. 
units can be used singly or in tandem | 
for road, rail or water transport; a | 
60-ft. truck trailer; and a newly de- | 
signed van for transportation of elec- 
tronic equipment) will contribute | 
importantly to profits. | 

| 





Finances are the strongest in a long 
time. Indeed, during the last year, 
inventories were cut from $58.7 mil- 
lion to $47.1 million and debt was re- | 
duced. The current ratio of current | 
assets to current liabilities was in- 
creased from 2.9 to 1, to 4 to 1, and | 
cash items increased to the extent | 
that they exceeded current liabilities 
by $4 million. This is a job well done 
by a much improved management. 
Capitalization consists of $57.6 mil- 
lion in funded debt, 76,815 shares of 
4°. preferred and 6.7 million shares 
of common. Recent price, 29, indi- 
cated annual dividend, $1.20. 

I am gratified that Quaker City Life 
Insurance, recommended here numer- 
ous times, recently sold at a new high 
of 60. All departments are doing well 
again and another excellent year is 
anticipated. I advise new and addi- 
tional purchases around present 
prices, as prospects for the long-term 
continue to appear outstanding. 

As if being one of the largest pro- 
ducers of toilet tissues, paper towels, 
wax paper, facial tissues, paper cups 
and napkins were not enough, Scott 
Paper Co. has recently discovered a 
“new form of matter”—a_ polyester 
foam called ScottFoam, with a wide 
range of uses. 

Scott’s record of sales and earnings 
growth through the years has been 
one of the best in the industry and 
there seems little doubt’ that this 
splendid record will continue well into 
the future. The stock, now selling 
around 110 close to its all-time high 
of 116, appears to be one of the best 
for long-term appreciation. Indicated 
annual dividend, $2.20. Estimated 1961 
earnings, $3.75 per share. 

Texas Gulf Producing, now around 
44, has acted better than the general 
market during recent sessions and 
appears to be an excellent candidate 
for speculative gains during the com- 
ing months. The company is a crude 
oil and natural gas producer, oper- 
ating principally along the Gulf Coast. 
Substantial acreage is also held in 
Libya (with W.R. Grace and Stand- 
ard Oil of N.J.) on which several dis- 
coveries have already been made. 
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This advertisement is neither an offer to sell nor a solicitation of offers to buy any of these securities. 
The offering is made only by the Prospectus. 


Not a New Issue 


Kuhn, Loeb & Co. Blyth & Co., Inc. 
Incorporated 


Glore, Forgan & Co. Goldman, Sachs & Co. 


Merrill Lynch, Pierce, Fenner & Smith 


Incorporated 


Stone & Webster Securities Corporation 





1,670,000 Shares 


Gulf Oil Corporation 
Capital Stock 


(Par Value $8.33 's) 


Price $38.50 per share 


Copies of the Prospectus may be obtained from any of the several underwriters, 
including the undersigned, only in States in which such underwriters are qualified to 
act as dealers in securities and in which the Pr 


The First Boston Corporation 
Harriman Ripley & Co. 


Kidder, Peabody & Co. Lazard Fréres& Co. Lehman Brothers 
Paine, Webber, Jackson & Curtis 


June 21, 1961 


»spectus may legally be distributed. 


Eastman Dillon, Union Securities & Co. 
Hornblower & Weeks 
Carl M. Loeb, Rhoades & Co. 
Smith, Barney & Co. 


Incorporated 


Dean Witter & Co. 


Incorporated 


White, Weld & Co. 


Incorporated 

















LET US 
MAKE YOU A 
BARRON'S 
SUBSCRIBER 


For the Next 17 Weeks For $6 


Here is a way to discover, at low cost, how 
Barron’s National Business and Financial 
Weekly gives you complete financial and in- 
vestment guidance—the equivalent of nu- 
merous special services that cost much more. 
A trial subscription—17 weeks for only $6— 
brings you: 

Everything you need to know to help you 
handle your business and investment affairs 
with greater understanding and foresight... 
the investment implications of current — 
cal and economic events, and corporate ac- 
tivities .. . the perspective you must have to 
anticipate trends and grasp profitable invest- 
ment opportunities ... the knowledge of un- 
derlying trends, immediate outlook, vital 
news and statistics, which indicate the real 
values of stocks and bonds, real estate, com- 
modities. Compactly edited to conserve your 
time, yet keep you profitably informed. 

No other publication is like Barron's. It is 
especially edited for the man who is worth 
over $10,000, or who saves $1,000 or more a 
year. It is the only weekly affiliated with 

ow Jones, and has full use of Dow Jones’ 
vast, specialized information in serving you. 

Try Barron's and see for yourself how this 
complete weekly financial news service gives 
you money-making, protective information 
you need in managing your business and in- 
vestments wisely, profitably, in the eventful 
weeks ahead. 

Try it for 17 weeks for $6; full year’s sub- 
scription only $15. Just send this ad today 
with your check sor or tell A to bill you. 
Barron's National usiness and Financial | 
el 392 Newbury Street, Boston 15, Mass. | 


NATION'S 
LARGEST 


FEDERAL SAVINGS 
ASSOCIATION 


1 
pays you A on savings 


DIVIDENDS PAID QUARTERLY at 4%% 
rent annual rate + World-wide savings service for 


cur 


170,000 individuals, corporations and trusts in 50 
states, 73 foreign countries « Same, sound man 
agement policies since 1925 + $38,000,000 reserves 
« Resources over $600,000,000 + Accounts insured 
by Federal Savings & Loan Insurance Corp. « Man 
and wife can have up to $30,000 in 3 fully insured 
$10,000 accounts (2 individual and 1 joint) «+ 
Funds received by 10th, earn from Ist + We pay 
air mail both ways 


CALIFORNIA FEDERAL SAVINGS 


AND LOAN ASSN. + 611 WILSHIRE BLVD., LOS ANGELES 
FREE FINANCIAL GUIDE: “The California Story” 
contains experts’ ideas on saving money, investing in 
homes, insurance, stocks. Other exciting features! 


ra 





California Federal Savings & Loan Assn 
Box 54087, Terminal Annex, Los Angeles 54, Calif 


Please send free ‘‘The California Story” and 
Fed MAIL-SAVER {i to: 

Name 

Address 

City 

CD Funds enciosed in amount of $ 
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WILL THE 


DOW- 
JONES 


AVERAGE GO TO 


1000? 


Babson’s clients have been 
told how this could happen. 
For a FREE copy of this 
report simply mail this ad 
with your— 


NAME 





ADDRESS 





BABSON’S 
REPORTS Ine. 


Wellesley Hills 81, Mass. DEPT. F-125 


“The Oniganal Bahsen Systm 


<> 


Making Profits in 
STOCKS 
by POINT and FIGURE technique 


This method of market analysis builds your 
independent judgment in helping to select 
the right stocks at the right time. Widely 
used by professional traders and investors 
for Making Market Profits—and Keeping 


Them. 
FREE ON REQUEST 





Literature on Figure Charts of Stocks and | 


Commodities . . 


. a daily price change 
service . . 


. and instruction material. All 


will be sent free on request. Just write | 


for Portfolio F-89. 


MORGAN, ROGERS & ROBERTS, Inc. 
150 Broadway * New York 38, N. Y. 








INVEST IN DIAMONDS 


Buy Diamond Jewelry direct from one of 
America’s well known diamond cutters. 
Pay only actual market price. 


Save From 1/3 to 1/2 Write for Catalog 46 


EMPIRE piamonn corp. 


Empire State Bldg., Sth Ave., at 34th St., N.Y. 


DOW THEORY LETTERS 


by Richard Russell 


Read by professionals and serious investors 
throughout the world. Send for brochure explain- 
ing the Dow Theory, reprints of the author's 
four recent articles in BARRON'S, and a one- 
month trial subscription (4 issues), $1.00. 
($50.00 annually, Airmailed.) 


Dept. F, 125 East S3rd Street, N. Y. C. 28 











BTECHNICIAN’S PERSPECTIVE 


by JOHN W. SCHULZ* 


A Case of High Finance 


DuRING recent months there has been 


| mounting interest among fundamental 
| analysts in McCrory Corp. (about 22). 


This is not surprising because certain 
facets of this situation are becoming 
more clearly apparent and are prov- 
ing to be the kind that normally has 
strong appeal for the speculative 
imagination. To some extent, no doubt, 
they have been discounted by the 
stock’s 70% price advance this year. 
However, there seem to be both tech- 
nical and fundamental reasons for be- 
lieving that its full longer-term ap- 
preciation potential may not yet have 
been realized. Certainly, in my opin- 
ion, the McCrory situation remains of 
lively interest to risk-taking accounts, 
especially if the stock should become 
available at lower prices during the 
intermediate term. 

The technical position of McCrory 
common is relatively simple; in any 
case, much less involved than the 
fundamentals. As you can see on the 
Point & Figure chart below, the price 
movement of the past ten years has 
traced out, between columns 1 and 4, 
the characteristic profile of a large, 
completed base structure. As you may 
recall from earlier articles in this 
space, “base” is technician’s jargon 
for the kind of price action during 
which the supply-demand equation 
shifts decisively in favor of the upside 


| so that later buyers must pay rising 
| prices in order to obtain stock. 


In principle, this concept is appli- 
cable to all kinds of base structure, 
whether they develop over shorter or 
longer periods of time; and experi- 


ence suggests that 

the theoretical up- 

trend implications 

of a_ long-term 

base, evolved over 

a period of many 

years, are not 

necessarily less 

realistic in a long- 

term perspective than the implica- 
tions of a smaller base in a shorter- 
term perspective. For example, the 
price rise of 1959 completed a typical 
base between columns 1 and 2. Meas- 
ured on the $12 level, this six-year 
base spanned eleven columns of price- 
reversal action and thus, by P&F 
standards, suggested a potential ad- 
vance to the target (shaded circle) at 
23. As you can see, the general mar- 
ket’s decline to the 1960 low induced 
development of another base, which 
was completed last March. Measured 
from column 3 to column 4, this one- 
year base yielded targets at 22 and 
24, in apparent corroboration of the 
first base target at 23. The theoreti- 
cally implied uptrend potential be- 
came fact when McCrory rose to 24 
in April, two years after the first 
target could be projected. 

In my opinion, it should now be 
technically logical to take into account 
the longer-term uptrend implications 
of the larger base structure (which 


*Mr. Schulz is a partner in the New York 
Stock Exchange firm of Wolfe & Co. Many 
of his opinions are based on analytical tech- 
niques whose rationale and scope were out- 
lined in his columns of May 1 and 15, 1961 
Reprints of these are available from him or 
written request. 
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is made up of the two smaller ones). 
Measured from column 1 to column 
4, this 1953-60 base stretches across 
22 columns on the 13 level and thus 
yields a target at 35, suggesting a 
theoretical uptrend potential of which 
only one-half has been realized to 
date. 

Since the price action has lately 
moved across this year’s uptrend line, 
we can assume that a phase of cor- 
rection and consolidation is now in 
progress, and that another base struc- 
ture should emerge before we might 
expect a sustained move toward 
realization of the remaining uptrend 
implications. To gauge the near-term 
reaction risks, we might bear in mind 
that a “normal” 50% retracement of 
the advance would call for a setback 
to 18-19; whereas a more modest one- 
third retracement (which would pre- 
sumably imply considerable underly- 
ing strength) would involve a drop 
to 20-21. Within this price range, 
McCrory stock could be considered 
for purchase as a technical specula- 
tion on the apparent longer-term po- 
tential. 

Now let’s see if a case can be made 
for a similar uptrend potential on the 
basis of fundamentals. From this 
viewpoint, McCrory is essentially a 
speculation on the eventual success of 
an aggressive management group, 
whose apparent aim is to restore the 
company to its former earning power 
and, beyond that, to transform it into 
one of the largest variety store chains 
in the country. With respect to earn- 
ings, management plans so far have 
borne little visible fruit, which could 
account for a further reaction in the 
price of the stock. However, the ex- 
pansion program continues on sched- 
ule, and it is here that better profits 
are coming into sight. 

Having absorbed the H.L. Green 
Co. by merger in late June, McCrory 
now combines a total of five chain 
store operations, formerly separate, 
with an estimated 1961 sales volume 
of about $330 million. According to its 
recent proxy statement, McCrory has 
agreed to offer, before Dec. 21, merger 
terms to stockholders of Lerner 
Stores, the largest chain of women’s 
and children’s apparel shops. With 
Lerner in its stable, the McCrory 
complex would operate some 1,200 
stores and have an annual sales rate 
well above $500 million. 

Presumably, a large combination 
like that—ranking next ic ¥7.T. Grant 
and Woolworth—offers numerous op- 
portunities to make operating econ- 
omies. Such savings, however, do not 
necessarily materialize without some 
prior and perhaps costly organization 
problems, another contingency that 
could create temporary price weak- 
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ness (and thus a potential buying op- 
portunity) in the stock. Nevertheless, 
management is banking heavily on 
better profit margins applicable to a 
much enlarged sales base. That alone 


should eventually raise per share | 
and in this connection it | 


earnings; 
should be significant that an ingenious 
merger technique is being used to 
minimize dilution of the common 
stockholder’s equity. In other words, 
McCrory common stock is getting 
leverage. 

For example, the merger with 
Green (whose earnings had been 
poor) was achieved by exchanging a 


combination of McCrory preferred | 


stock (convertible into common ini- 
tially at 27) and warrants (exercisa- 
ble at 20) for Green’s common stock. 
The result was to raise the per-share 
asset value of McCrory common. 
Similarly, according to the recent 
proxy statement, the offer to Lerner 
(which has a good and consistent 
earnings record) will combine deben- 
tures and warrants. As a result, Mc- 


Crory would pay tax-deductible in- | 


terest instead of after-tax dividends 
to former Lerner stockholders, thus 
saving about half of Lerner’s net for 


itself and again avoiding any immedi- | 


ate increase in its own common stock 
issue. Moreover, in effect, McCrory 
is buying out Green and Lerner stock- 
holders by giving them, for part of 
their equity, the market value attach- 
ing to the warrants in place of a direct 
corporate value in terms of McCrory 
equity. 

Between these pretty nifty tech- 
niques and the prospects of an in- 
creased and more profitable sales 
base, analysts now seem to expect a 
1961 net of $1.50 to $2 a share, and an 
eventual earning power in the $2.50- 
$3 range, which might be in sight by 
1962. That would compare with re- 
ported 1960 net of 58c a share. After 
digging through the proxy statement, 
I feel these projections are either 
somewhat on the high side or else a 
little premature. However, even a 
compromise estimate of $2.25 a share 
could quite conceivably support an 
eventual price of 35—our technical 
long-term target—in a market that 


recently has been willing to pay over 


20 times industrial earnings, on aver- 


age, and about 15 times at last year’s | 


low. 
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EARN Ts 70 


ON INSURED SAVINGS 


2-Year Time Certificates 
$1,000 or More 
4% Q% Paid on Regular Savings 
Deposits by July 20 earn from July 1 
ACCOUNTS SERVICED BY 
MAIL ANYWHERE IN U. S. 


LOVELAND MUTUAL 
BUILDING AND LOAN 
133 BROADWAY, LOVELAND, OHIO 


HUNTER SAVINGS ASSOC. 
2025 WORTH AVE., CINCI. 12, OHIO 





"PHILADELPHIA ELECTRIC 
COMPANY 


OC ) Leics 


Dividends on all series of pre- 
ferred stock have been declared, 
payable August 1, 1961, to 
stockholders of record at the 
close of business on July 10. 
These dividends amount to $1.17 
a share on the 4.68 © Series, $1.10 
a share on the 4.4% Series, 
$1.07'6 a share on the 4.3% 
Series, and 95 cents a share on 
the 3.8% Series. Checks will 
be mailed. 
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We factually measure the effect of 


‘WANG BOWER NG PRESSURE 


in the Stock Market! 


Send $1 for latest Report F or $5 for month’s 
trial on prompt refund basis if not satisfied 


LOWRY’S REPORTS, Ince. 
Established 1938 
250 PARK AVE., NEW YORK 17, N. Y. 





BEFORE THE STOCK MARKET REACTS ... 
learn of 
REVOLUTIONARY 
NEW PRODUCTS 


. . now being perfected by listed and OTC companies 
before earnings are affected. WRITE TODAY for free 
brochure describing this unique service 


SCIENTIFIC REPORTER 


Drawer 245A, Cambridge, Maryland 


| The Interim Technical Review | 


Thorough, tho ughtful appraisals of current 
ticipated stock trends, using well-rounded RK, > 
critical selectivity & careful timing a jed for 
professional & sophisticated private investors & specu 
lators. Mustrated with classic Point & Plows charts. 
Twice monthly. By subscription, moderate cost. Com 
plimentary to active brokerage clients 




















(SE) WOLFE & Co. 


Members N.Y. Stock Exchange 
Dept. F-6, 72 Wall St.. N.Y N.Y 





RIESE PORE MRAM. CASI 
THE RICHARD D. WYCKOFF COURSE 
OF STOCK MARKET INSTRUCTION 


is starting its 31st year. The reason... 


isa (Net on advis- 

ory service. ‘or free brochure FI7. 
WYCKOFF ASSOCIATES, INC. 

40 S. Fairview Park Ridge, Illinois 








INCORPORATED 


A mutual fund investing 
for growth possibilities in... 


wot 
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ites 


and other activities related to 
the energy fields. 


NO COMMISSION OR 
SELLING CHARGE 
of any kind. Shares are 
offered at net asset value. 
Send for Free Prospectus. 
Write Dept. F 
Distributor 
RALPH E. SAMUEL & CO. 

Members of N.Y. Stock Exchange 
2 Broadway, N.Y. 4, N.Y. 
Tel. Digby 4-5300 











a Ty. ROWE PRICE | 


CROWTH STOCK 
FUND, INC. 


(Wr) @ALTIMORE, MARYLAND 





OBJECTIVE: Possible long term growth 
of principal and income. 
OFFERING PRICE: Net asset value. 
There is no sales load or commission. 
REDEMPTION PRICE: Net asset value 
less 1% 
Prospectus on request 
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q 10 Light Street Baltimore 2, Md. 
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Investments 
Geared to 
America’s Growth 


JOHNSTON MUTUAL 
FUND Ine. 


No sales charge or commission 

No redemption charge 

No binding contracts 

You buy or redeem shares at 

net asset value 

Accumulation Plan available 

Prospectus upon request 
The Johnston Mutual Fund inc. 
230 Park Ave., ae | fs N.Y. 17, N.Y. 
OR legon 9- 2700 
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THE FUNDS 


Variable Annuities: 
THREAT OR PROMISE? 
Five long years after 


Insurance 
into the 


the Prudential 
Co. announced its entry 
seemingly lush variable 
it has yet to sell its 
first contract. Last month there were 
signs that the Pru’s corporate temper 
was beginning to fray. 

Testifying before the Securities and 
Exchange Com- 


mission last month, e 


Prudential Presi- 
Louis R. 
Menagh made it 


is willing to ac- 
cept a good meas- 
ure of SEC juris- 
diction, there is 
one point at which 
he draws the line. 
Said he flatly: “If the variable annuity 
contract must be described and sold 
as providing a means by which an 
individual may invest his funds in the 
stock market, it will not be sold by 
the Prudential.” 

A variable annuity, of course, in- 
vests most of the premium in common 
stocks, thus attempting to give the 
annuitant a hedge against inflation 
as well as the usual insurance pro- 
tection based on longevity tables. In 
spite of the common stock feature, 
however, Prudential would like to 


Louis Menagh 


| think of its new package as being es- 


sentially an insurance service, not a 
form of equity investment. “Our busi- 
ness,” President Menagh told the SEC, 


| “is insurance.” 


| call the baby. 


Hence all the fuss about what to 
Whether Prudential 


| will get its way remains to be seen. 


| likely before fall. 
| ond largest 





The SEC is set to resume hearings 
this month, but no final decision is 
The nation’s sec- 
insurance company is, 
therefore, an odds-on favorite to enter 


| its sixth year of watchful (but prob- 


ably less patient) waiting. 


The Industry: 
PARTING 


From its inception in 1941, the Na- 
tional Association of Investment Com- 
panies tried hard to keep both its 
open-end and closed-end investment 
company members looking like parts 
of the same big happy family. For 
just as long, despite their trade associ- 
ation’s efforts, the closed-ends have 


looked like an older brother sullen- 
ly watching a younger brother pass 
him in the world. 

The open-ends, or mutual funds, 
could hardly have helped growing. 
They continually offer new shares for 
sale (hence “open-end”), pay big 
sales commissions to motivate sales- 
men. The closed-ends, by their na- 
ture, could do little about it. With 
fixed amounts of stock outstanding 
(hence “closed-end”), bought and 
sold on public exchanges (often at 
prices below their net asset values), 
closed-end shares do not lend them- 
selves to the kind of promotion that 
open-end shares get. 

Diminished Stature. In the NAIC’s 
20 years, the open-end members have 
grown in numbers from 68 to 160, in 
total assets from $448 million to over 
$20 billion. The closed-ends have actu- 
ally decreased in number, over the 
same period, from 43 to 25, and in as- 
sets they have grown relatively mod- 
estly, from $614 million to $2 billion 
The change radically altered the work 
load of the NAIC. “It got to the point,” 
said President Edward Merkle of 
closed-end Madison Fund, “where 
95°% of the time we were talking about 
open-end problems.” 

Last month, the closed-ends 
enough. The NAIC announced a “re- 
organization” which, stripped of its 
public relations veneer, added up to 
the fact that its 25 remaining closed- 
end members were leaving the family 
to set up an organization of their own. 
The NAIC, its name changed to In- 
vestment Company Institute and its 
membership broadened to include in- 
vestment advisers and underwriters, 
has “invited” the closed-ends to par- 
ticipate in the ICI’s work as an “as- 
sociated organization.” 


had 
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Lawsuits: 
WHAT’S IN A NAME? 


In 1958 Walter L. Morgan set up the 


Wellington Equity Fund in addition | 
to his giant, now 32-year-old Well- | 
ington Fund (net assets: $1.3 billion). | 


Last month, a Wilmington judge 
signed a Federal District Court in- 
junction (implementing his August 
1960 decision) that said Morgan would 
have to call his newer fund by an- 
other name—one that did not include 
“Wellington.” In ruling in favor of 
two suing stock- 
holders of the old- 
er fund, the jurist 
found that the 
name “Welling- 
ton” is “a valuable 
corporate asset,” 
the gift of which 
requires  unani- 
mous stockholder 
Walter Morgan approval. 

Morgan, presi- 
dent of both funds as well as the Wel- 
ington Management Co., is already 
plotting his appeal. In addition to 
noting that the two funds have differ- 
ent investment purposes and are thus 
not competitive, he explained, “We're 
an investment advisory service that 
loans its name to both funds. The 
identification with our name is really 
a desirable thing for all concerned.” 
To that statement, the keepers of the 
Delaware; de Vegh; Investors; Key- 
stone; Loomis Sayles and Scudder, 
Stevens & Clark names (to list a 
few) could add hearty, if nervous, 
assent. 


Canadian Funds: 
BEYOND THE SEA 


TAKING a logical step, Keystone Fund 
of Canada early this month formally 
changed its name to Keystone Inter- 
national Fund. Twice since its forma- 
tion in 1954, the fund has lowered the 
percentage of its portfolio it must keep 
in Canadian shares, finally removing 
the requirement altogether. Now, 
Canadian stocks account for only 55% 
of the fund’s assets, compared to 95% 
at the fund’s inception. The new bal- 
ance seems to be working rather well. 
Keystone’s European holdings pro- 
vided the main impetus for the fund’s 
27°~ rise in net asset value per share 
during the fiscal year ended March 31, 
1961. Since early 1961, however, 
European shares have by and large 
lagged. Yet the fund’s per share value 


dropped less than 1% in the June 1961 | 


quarter. Reason? The recovery of its 
previously-depressed Canadian hold- 
ings. 
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of the future. 


more than 1% 





SECOND PUBLIC OFFERING 


ROWE PRICE NEW HORIZONS FUND, INC. 


Capital Stock Par Value $1 


An investment company with the investment objective of possible capital 
gains through the medium of wide diversification of highly speculative stocks 
with the hope that a substantial number will be outstanding growth stocks 


OFFERING PRICE: Net Asset Value Per Share. There is no sales charge or 
commission in connection with this offering. 


MINIMUM INITIAL SUBSCRIPTION: $2,000 


REDEMPTION: The Fund is presently closed-end, but when its total assets 
aggregate $10,000,000, or on January 1, 1962, whichever is earlier, it will 
accept outstanding shares for redemption at Net Asset Value less not 


This offer is open only to residents of: 


Connecticut Nevada 
Delaware Now Jersey 
District of Columbia New York 
Florida Pennsylvania 
Maryland Virginia 
Massachusetts Washington 


ROWE PRICE NEW HORIZONS FUND, INC. 
10 Light Street, Baltimore 2, Maryland 


1,000,000 Shares 


Prospectus on Request 








BIGGER, MORE USEFUL THAN EVER... 


| 47th Annual Edition FINANCIAL WORLD'S 1961 


INVESTORS GUIDE 


TO OVER 2050 COMPANIES ano THEIR stocks 


Expanded this year to 328 pages—more stocks and more facts 

increase the value—but not the price—of this prime source of in- 

vestment information that so many thousands of stockholders find 

indispensable. More than 2,050 stocks, indexed for quick reference, S$ 

give all the basic facts and figures you require to determine the 5 or i f 
real investment value of every stock listed on the New York and 


American Stock Exchanges. 


NOWHERE ELSE 

CAN YOU FIND... 
more quickly, more easily, 
or at lower cost, so much 
vital data about the listed 
stocks—and the companies 
behind them—to aid you in 
making wiser, more profit- 
able investment decisions. 
This outstanding annual 
ready reference pinpoints a 
company’s: 

@ BACKGROUND HISTORY 

@ FINANCIAL POSITION 

@ SOURCES OF REVENUE 

@ DIVIDEND RECORD 

@ & YEARS’ EARNINGS RECORD 

@ MERGERS, STOCK SPLITS, ETC. 
@ NEW DEVELOPMENTS 

@ RATIOS, STOCK BOOKVALUE, ETC. 
In addition, you get Frnan- 
c1AL Wor.p’s independent 


| opinion of future prospects, 


good and bad points, etc. 


JUST PUBLISHED! with offer below 
ACT QUICKLY= EDITION LIMITED 


Only one edition a year limits supply, so order at once by sending $5 
for the Manual alone, or get it free with a 6-months’ trial subscription 
to FINANCIAL WORLD'S complete investment service—all for $12. Your 
$12 brings you: 26 weekly issues of FINANCIAL WORLD; 6 monthly 
supplements of “Independent Appraisals” rating listed stocks; Advice- 
by-Mail privilege eac > eae Pius the new 328-page ‘‘Stock Facto- 
graph” Manual. (Additional saving: all the above for a full year at only 
$20.) Absolute money-back guarantee within 30 days. 


4 FINANCIAL WORLD a 
Dept. FB-715, 17 Battery Place, New York 4, W. Y. e 
Please enter my order for the following: : 


| Oo copies of your 1961 “Stock Factograph” 
Manual "ot $5 each 


0 Six months’ Trial Subscription to FINANCIAL 
WOoORLD’s complete Investment Service, including 
1961 “Stock Factograph” Manual—all for $12. 


© One year’s subscription including all the above— 
for only $20. 


UL .cnicuscuineeeeenemnannnnenpepeipenaihesinen agptinigb amenable 
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GARDNER 


109th CONSECUTIVE 
DIVIDEND 


ON COMMON STOCK 


A quarterly dividend of $.50 
per share on the common 
stock of Gardner-Denver 
Company has been declared 
by the Board of Directors of 
the company, payable Sept. 
1, 1961, to stockholders of rec- 
ord at the close of business 
on August 9, 1961. 


Quincy, Illinois 
June 22, 1961 


©. C. Knapheide, Jr. 


Secretory 














BOSTON EDISON 
COMPANY 


Preferred Dividend 


A quarterly dividend of $1.06 
per share has been declared 
payable on the first day of 
August 1961 to stockholders of 
record at the close of business on 
July 10, 1961 of the Company’s 
Cumulative Preferred Stock, 
4.25. Series. 


Preferred Dividend 


A quarterly dividend of $1.19 
per share has been declared 
payable on the first day of 
August 1961 to stockholders of 
record at the close of business on 
July 10, 1961 of the Company's 
Cumulative Preferred Stock, 
4.78% Series. 


Common Dividend No. 289 
A quarterly dividend of 75 cents 
per share on the Common Stock 
of the Company has been de- 
clared payable on the first day 
of August 1961 to stockholders 
of record at the close of business 
on July 10, 1961. 

Checks will be mailed from 
Old Colony Trust Company, 
Boston. 


ALBERT C. McMENIMEN 


Treasurer 
Boston, June 26, 1961 











LOOKING FOR A PLANT SITE? 


FOR PROFESSIONAL 
FACTORY LOCATING 
SERVICES 
write, wire or phone J. D. Eppright 


TEXAS POWER & LIGHT CO. Dallas 
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| Products (57), General Foods (82) 
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1955, a record year, are due for re- 
Both Ford (83) and Gen- 
eral Motors (44) represent excellent 
values, while Chrysler (45) could 
turn out to be a very profitable gam- 
ble. In the related industries I pick 
Libbey-Owens-Ford Glass (48) and 
Timken Roller Bearing (53), as well 
as Collins & Aikman (41), although 
this company’s dependence on the 
automobile industry has _ lessened 
greatly in recent years. 

BUILDING AND ConstTRUCTION: Johns- 
Manville (66) is not exactly cheap, 
but it is a sound commitment in the 
building industry. General Portland 
Cement (32), selling at its lowest 
price since 1958 due to the low earn- 
ings level and overcapacity of the 
industry, now appears attractively 
priced. As one of the lowest cost 
cement producers, its profits should 
improve quickly as the business re- 
covery progresses. Georgia-Pacific 
(69) and the more speculative Colo- 
nial Sand & Stone (22) also are at- 
tractive. 

CHEMICALS: Dow (77), Monsanto 
(53) and Union Carbide (139) are 
my selections in this industry, which 
combines both growth and cyclical 
characteristics. 

DruGS AND PHARMACEUTICALS: My 
investment selections are Sterling 
Drug (81) and Rexall (49) among the 
proprietaries; and Smith, Kline & 
French (60) in the ethical drug field. 

ELECTRICAL EQUIPMENT AND ELEC- 
TRONICS: Both General Electric (63) 
and Westinghouse (44) are scraping 
bottom and appear to be oversold, 
but I am afraid that it will take a long 
while before their investment status 
is fully restored. I would prefer 
Philips Lamp (140). It is almost im- 
possible to narrow this huge field 
down to a few selections, but I sug- 
(53), 
(41), International 
Resistance (35), Standard Kollsman 
(47) and Indiana General (45). 

Foops: While this industry lacks 


| cyclical characteristics, its investment 
| attraction lies in its continuing growth 


For the con- 
I suggest Corn 


and inherent stability. 
investor, 


and Beech-Nut Life Savers (63). On 
a more speculative basis, Armour 
(48) and Colgate (43). 

METALS AND STEELS: These typical 
cyclical stocks should do particularly 
well during the next six months. 
Representation on a semi-speculative 
basis is suggested in stocks like Ana- 
conda (57), American Metal Climax 
(33), Newmont Mining (69), Inter- 


national Nickel (76) and Kaiser 
Aluminum (40); also U.S. Steel (81), 
Republic Steel (58) and National 
Steel (91). 

Ors: I am inclined to avoid the 
major international companies for the 
time being, even though they appear 
comparatively undervalued. Among 
the crude producers, my first choice 
is Amerada (88); among the refiners 
and marketers, Cities Service (53) 
and Tidewater (25). As a specula- 
tion on a possible takeover, Empire 
State Oil (18) has singular attraction. 
J. Ray McDermott (42), the leading 
company in marine oil field construc- 
tion, reported excellent earnings in 
the March quarter and prospects for 
the current year are exceptionally 
favorable. This stock was discussed 
in some detail in my January 15 
column. 
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of sales) next year should be better, 
and the missile and space work should 
be no less. The stock has sold well 
above the current price in each one 
of the past six years and has been 
hovering around the low for the past 
three years. 

I am keen about Ford Motor (83). 
Earnings for this model year, which 
has not been an outstanding one in 
the motor industry, should be around 
$7 a share, so the stock is selling for 
about 12 times earnings. Earnings 
should be better next year. People 
who want to buy a motor stock for 
appreciation have little choice. So 
long as the du Pont divestment hangs 
over General Motors, the stock prob- 
ably won’t do much. Chrysler looks 
too speculative until it improves its 
poor dealer situation, and that will 
take time. You can’t give American 
Motors, for all of its excellent show- 
ing in recent years, a very high price 
earnings ratio because it is an inde- 
pendent company—and independent 
companies live a precarious existence. 
Studebaker’s huge capitalization and 
irregular record makes that stock 
more of a gamble than a speculation. 

So you come back to Ford. Ford’s 
record in recent years has been in- 
creasingly outstanding. And, if I have 
not made it emphatic, I am looking 
for a better automobile year in 1962 
than in either 1959 or 1960. 

Korvette (61) early this year sold 
up to 68% from a low of 1434 in 1960 
and recently reacted to around 48. 
Sales for the year, to end this month, 
will be around $175 million and there 
are those who look for $500 million in 
a few years. Net per share this year 
probably will be in the $2.60-$2.75 
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range. Korvette is one of the com- 
panies which entered the discount 
field early, and the early harvest may 
be best. Of course, this stock is much 


more speculative than the three issues | 
previously discussed, but it should 
have an appeal to the people who like | 
| Volume 88, Number 2 


edventure and big possibilities. 
Brunswick Corp. (57) is down from 
a high of 74%. 


as seasonal and have thought it was a 
better stock to own in the fall than in 
the summer. 
in a buying area. The same goes for 
American Machine & Foundry (50), 
down from a high of 635%. 

I continue to regard United Shoe 
Machinery, with consolidated earnings 
of about $6 a share (including foreign 
earnings), as a very reasonably priced 
quality stock at around 73... . Other 
issues that I have been recommending 
include Goodrich, Kerr-McGee, Rich- 
field Oil, Standard Oil of New Jersey 
(for income rather than big appre- 
ciation), Aluminium Ltd., Phelps 
Dodge, Southern Pacific (earning a 
little more than last year in spite of 
the bad railroad situation), Continen- 
tal Insurance, Liberty Life Insurance, 
Burlington Industries and Philadel- 
phia & Reading. I think that only a 
small minority of the high-flying high 
science stocks will sell back up to 
their recent high at any time this 
year. It takes time to wash out a big 
overspeculation such as has occurred 
in stocks of this type. 


LURIE 
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exciting as it is for the future, is more 
glamour than earning power. 

As I see it, the big decision that 
has to be made now is whether all 
hope of a summer rally has been lost, 
whether we have seen no more than 
a normal and healthy correction of 
past excesses, or whether the new 
mood is permanent. Bearing in mind 
the background I’ve outlined in pre- 
vious columns, it seems to me that 


we've been experiencing nothing more | 


than a housecleaning which has im- 
proved the market’s technical posi- 
tion. It’s 
ket, particularly one as emotional as 
that of last spring, ever goes one way. 
It may be that the timetable has been 
changed and the broad phase will last 
longer than had been earlier expected. 
While stocks have been coming down, 


earnings have been going up. The | 


lines will meet soon and attract the 
serious buyer. But the issue emphasis 
will be different. The new interest 
will be more professional, more dis- 
criminating, less emotional. 
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easy to forget that no mar- | 


I have always re- | 
garded the earnings of this company | 
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How Well Is George Doing? How George Romney drove American Motors 
compacts to a smashing 1958-60 victory is auto legend. But how rosy are 
American's chances now that the Big Three have a spate of their own 
compacts to throw at Rambler? For a sharp analysis, see Forses next issue. 
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ON THE 


TH 0 U ¢ HTS BUSINESS OF LIFE 


Work is the least o’ my idees when 
the green, you know, gits back in the 
trees. —JaMES WHITCOMB RILEY. 


The globe has been circumnavi- 
gated, but no man ever yet has; you 
may survey a kingdom and note the 
result in maps, but all the savants in 
the world could not produce a reliable 
map of the poorest human person- 
ality. —ALEXANDER SMITH. 


He who gives to me teaches me to 
give. —DANISH PROVERB. 


Scientists regard it as a major in- 
tellectual virtue to know what not to 
think about. —C. P. Snow. 


Society waits unformed between 
things ended and things begun. 
—Wa.tt WHITMAN. 


No pacifists or Communists are go- 
ing to govern this country. If they 
try it there will be 7 million men like 
you rise up and strangle them. Paci- 
fists? Hell, I'm a pacifist, but I always 
have a club behind my back. 

—SMEDLEY BUTLER. 


I have an implicit faith that 
mankind can only be saved through 
nonviolence, which is the central 
teaching of the Bible, as I have under- 
stood the Bible. 

—Mouanpas K. GANDHI. 


Do not let yourself be tainted with 
a barren skepticism. —Loutis PASTEuR. 


The power of imagination makes us 
infinite. —JOHN MUIR. 


The men who start out with the 
notion that the world owes them a 
living generally find that the world 
pays its debt in the penitentiary or 
the poorhouse. —W. G. SuMNER. 


Emotion has taught mankind to 
reason. —MARQUIS DE VAUVENARGUES. 


A fundamental principle of educa- 
tion should be to make the pupil real- 
ize the meaning of excellence, of the 
first-rate, and to send him out of 
school and college persuaded that it 
is his business to learn what is first- 
rate and to pursue it—not only in the 
job by which he earns his living but 
in all the great fields of life and, above 
all, in living itself. 

—Srir Ricwarp LIvINcsToNeE. 
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From his cradle to his grave a man 
never does a single thing which has 
any first and foremost object save 
one—to secure peace of mind, spirit- 
ual comfort, for himself. 

—Mark Twain. 


Real generosity toward the future 
consists in giving all to what is 
present. —ALBERT CAMUS. 


Facts are ventriloquists’ dummies. 
Sitting on a wise man’s knee they may 
be made to utter words of wisdom; 
elsewhere, they say nothing, or talk 
nonsense or indulge in sheer diabol- 
ism. —ALpous HUXLEY. 


B. C. 


Jay Cooke, who became an 
outstandingly wealthy banker, 
when he lost his entire fortune, 
observed to a friend: “All I have 
left is what I gave away.” Still 
is eternally true the Biblical in- 
junction: “It is more blessed to 
give than to receive.” Any mor- 
tal who does not discover this 
before the end of his days miss- 
es out. 


FORBES 


No person who is enthusiastic about 
his work has anything to fear from 
life. —SAMUEL GOLDWYN. 


To me nature is everything that 
man is born to, and art is the differ- 
ence he makes in it. —JoHN ERSKINE. 


Money doesn’t make you happy, 
but it quiets the nerves. 
—Sean O'Casey. 
Life is easier to take than you'd 
think; all that is necessary is to ac- 
cept the impossible, do without the 
indispensable and bear the intolerable. 
—KATHLEEN Norris. 


Laws should be like clothes. They 
should be made to fit the people they 
are meant to serve. 

—CLARENCE Darrow. 


No citizen of this nation is worthy 
of the name unless he bears unswerv- 
ing loyalty to the system under which 
he lives, the system that gives him 
more benefits than any other system 
yet devised by man. Loyalty leaves 
room to change the system when need 
be, but only under the ground rules 
by which we Americans live. 

—Joun A. HANNAH. 


When prosperity comes, do not use 
all of it. —ConrFuvucivs. 


Leadership involves remembering 
past mistakes, an analysis of today’s 
achievements and a_ well-grounded 
imagination in visualizing the prob- 
lems of the future. 

—STANLEY C. ALLYN. 


I drink the wine of aspiration and 
the drug of illusion. Thus I am never 
dull. —JOoHN GALSWORTHY. 


I don’t know what your destiny will 
be, but one thing I know: the only 
ones among you who will be really 
happy are those who will have sought 
and found how to serve. 

—Dr. ALBERT SCHWEITZER. 


Wants awaken intellect. To gratify 
them disciplines intellect. The keener 
the want, the lustier the growth. 

—WENDELL PHILLIPs. 


Our praises are our wages. 
-~SHAKESPEARE. 


Ridicule: The weapon of all others 
most feared by enthusiasts of every 
description, and which from its pre- 
dominance over such minds, often 
checks what is absurd, and fully as 
often smothers that which is noble. 

—Sir WALTER Scort. 


It is man’s mission to learn to un- 
derstand. —VANNEVAR Busu. 


A word is not a crystal, trans- 
parent and unchanged; it is the skin 
of a living thought and may vary 
greatly in color and content according 
to the circumstances and the time in 
which it is used. 

—OLIVER WENDELL HoLMEs. 


| More than 3,000 selected “Thoughts” 
| available in a 537-page book. Regu- 
lar edition, $5. 
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A Text... 


Sent in by Mrs. R. D. Vassy, 
Greenville, South Carolina. What's 
your favorite text? A Forbes hook 
is presented to senders of texts 
used. 


For as the earth bringeth forth her bud, and 
as the garden causeth the things that are 
sown in it to spring forth; so the Lord God 
will cause righteousness and praise to spring 
forth before all the nations. 


—ISaIaAH 61:11 
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NOBODY 
KNOWS WHO 
INVENTED 
THE AXLE 


BUT 


The first driving tandem axle—two driving axles joined 
together to form a single driving unit— was designed, 
developed and built by Rockwell-Standard in 1918. 
Since then, Rockwell-Standard has contributed scores 
of other important “firsts” for automotive vehicles. . . 
produced more tandem driving axles than all other 
manufacturers combined. 

One of the newest and most outstanding of these con- 
tributions is the combination of the lightweight tandem 
axle with the revolutionary new Duo-Flex lightweight 


22 U.S. plants of Rockwell-Standard Corporation manufacture these famous products + TIMKEN-DETROIT 

GRATING + BLOOD BROTHERS® UNIVERSAL JOINTS - BOSSERT® STAMPINGS + AERO COMMANDER 

FILTERS + KERRIGAN® LIGHTING STANDARDS. Pius these other Rockwell-Standard» products: AUTOMOTIVE BUMPERS - 
LEAF AND COIL SPRINGS 


SIONS + GARY 


o 


suspension system for over-the-highway trucks 

In addition to the established benefits of tandem axles 
—greater traction—better flotation—smoother riding— 
this new combination means easier vehicle mainte- 
nance and much lighter weight. This pays off in greater 
vehicle payload for more profit per trip. 

This is another important example of Rockwell- 
Standard progress and advancement for the fields it 
serves so well — transportation, construction, agricul- 
ture, petroleum, general industry and government. 


HYDRA-DRIVE® TRANSMIS- 
AIRCRAFT + AIR-MAZE 
AUTOMOTIVE SEATING 


AXLES - 


BRAKES + FORGINGS 
ROCKWELL 


ROCKWELL-STANDARD 


CORPORATION SELES 


GENERAL OFFICES: CORAOPOLIS, PENNSYLVANIA 





“White Label” 
DEWAR'S 


SCOTCH WHISKY 


Famed are the clans of Scotland 
... their colorful tartans worn in 
glory through the centuries. 
Famous, too, is Dewar’s White 
Label quality, with its genuine 
Scotch flavor. Forever and 
always a wee bit o’ Scotland 

in its distinctive bottle! 


Traditional Tartan 
of Clan Wallace 


>a 


ay 
wart 


Available in quart, fifth, tenth, half pint 
and miniature —in states where legal. SET OF 4 COLOR PRINTS OF CLANS MacLaine, MacLeod, Wallace and Highlander, shown in authentic full 
dress regalia, 92’ x 12’”, suitable for framing. Available only in states where legal. Send $5 to Cashier's 


Dept. #3, Schenley Import Co., 350 Fifth Avenue, New York 1, New York © 86.8 Proof Blended Scotch Whisky 








